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PART 1 


A) Foreword by the Honourable Mayor 

As the political leadership of this institution, our mandate is clearly stipulated by the communities that 
put us in office through their votes. It is that of accelerating service delivery, creating investor 
opportunities for tourism purposes which will ultimately result to more jobs being created and creating 
a financially sound institution. Governed by the democratic principles of consultation, accountability, 
respect & people’s mandate, we pledge to be exemplary in our leadership. 

Having interacted with various stakeholders to share with, our vision for Port St Johns, we realize the 
magnitude of the work that lies ahead but equally acknowledge the importance of working together in 
order to achieve more. 

Our strategic objective is that of creating non-racial, non sexist, democratic, prosperous and united 
municipality. This noble objective has got huge challenges, namely; 

• That of creating a safe and healthy environment as guided by constitution. 

• That of economic transformation and social transformation. 

• That of speeding service delivery and uniting our communities beyond selfish interests. 

• That of building sense of self help in our communities. 

• That of uniting our sectors and harmonize relations and interaction in between and among them. 

• That of providing shelter to all. 

• That of ensuring political tolerance and promotion of different views in co-ordinate way. 

• That of being a responsive municipality integrated and coordinated approach. 

• That of strengthening centres of people’s power and championing sector interests. 

• But all the above cannot be achieved if we lose focus and are easily shaken. 

I would like to appeal to the entire council of this municipality to join hands and work together in 

unleashing the potential that lies with our untapped natural environment through facilitating effective 
partnerships with potential investors from all walks of life. Let us work towards building a stable 
municipality, united communities and ultimately an active population. Unity is what we will make us 
achieve our goals. 

We acknowledge the role that the administration of this municipality continues to play in advising 
council on strategic issues that affect Port St Johns as well as effectively executing council 
resolutions. This leadership will continue to give you all the support in your attempt to deliver quality 
services to the people. 


3 


PSJ Municipal Annual Report 20010-2011 



Driven by the desire to excel, indeed together we can do more! 



DM Mangqo 
Honourable Mayor 
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B) Message from the Acting Municipal Manager 


Lack of infrastructure and proper sanitation services remains a major challenge in this municipality as 
it impacts on the much needed development of our town. The true potential of this town remains 
untapped due to backlogs that are directly linked to service delivery. As the administration of this 
institution, we continue with our search to find amicable solutions by forging partnerships aimed at 
accelerating service delivery, fighting poverty and unemployment, skills development and creating a 
safe and healthy environment for the people of Port St Johns 

Port St Johns has four top priorities to address service delivery: poverty alleviation, expanding the 
supply of clean and treated water to a wider community, expanding the supply of electricity, 
constructing roads and providing housing. Though some of these priorities are unfunded mandates, 
inroads have been made through partnerships with a number of stakeholders and we continue to 
engage with other spheres of government for further partnerships. 

One of our key focus areas is improving the tourism and agricultural sectors for the benefit of our 
communities. 

Key challenges include but are not limited to; 

• Maintenance of rural access roads to acceptable standards 

• Facilitate the provision of water and sanitation infrastructure by the OR Tambo District 
Municipality 

• Facilitate the provision of rural electrification program by ESKOM 

• Facilitate the provision of housing development 

• Mobilization of funding for the development of Beach facilities 

• Maximum collection of revenue 

It is the aim of this administration to strengthen financial sustainability of the institution which will 
ensure improved service delivery. I would like to express my heartfelt gratitude to the political 
leadership of this institution for their continued support as well as the administration at large for their 
hard work and commitment. 


N. Jakuja 

Acting Municipal Manager 
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C) Introduction and overview of the Municipality 


Demographic Overview 

The Port St Johns Municipality is a category B Municipality, situated on the coast of the Indian Ocean 
in the largely rural Province of the Eastern Cape. It is bounded by Lusikisiki in the north, Libode in the 
west and Mthatha in the south. The municipality is one of the coastal municipalities within the OR 
Tambo District Municipality. 

The municipality spans a total area of 1239 square kilometres (8800 hectares) and comprises of 
20wards. It has a total population of over 146 139, consisting mainly of Blacks (99%). The remaining 
1% is composed of Whites, Coloureds and Indian/Asian ethnic groups. 

Port St Johns is known for its beautiful beaches, mountainous terrain with hills, cliffs and sandy 
dunes. The municipality’s beautiful scenery, its natural vegetation and pristine beaches referred to 
above are main attractions for tourism. It has land for commercial use and environmentally-friendly 
residential areas. There are 1053 types of plants and 164 plant families found around Port St Johns. 
Five of these plant families and 196 plant types are only found in the Pondoland area, of which Port St 
Johns is the heart. This unique vegetation harbours rare bird species, providing evidence of the rich 
biodiversity in Port St Johns. 

The municipality has two key economic sectors: tourism and agriculture. In terms of commercial and 
economic activity, the municipality is growing at a steady pace. 


Socio-economic status 

We have roughly 28,715 households of which 91% earn less than R19,200 per annum and only 1.7% 
have an income of more than R76,800 per annum. According to the Census conducted in 2001, we 
have roughly 146 000 people. The overwhelming majority of these people i.e. 137 680 or 97.4% live 
in the rural areas of the municipality, while only 3 648 or 2.6% are classed as urban. There is one 
urban centre and 130 villages. We also have a young population with almost 45% between the ages 
5-19 years i.e. school going age. 

Our Gross Geographic Product (GGP) is estimated at R150.9m which equates to 2.3% of the GGP of 
the economy of the Oliver Tambo District Municipal area. The dominant sector is Community Services 
at 66.6% of the GGP (government and institutional administration of the area). The other sector of 
significance is Trade at 12.3%. The unspoilt nature of the region attracts considerable numbers of 
tourists. Agriculture contributes 5.6% of GGP and is mostly undertaken in a traditional subsistence 
manner. 
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The municipality consists of 39 councillors and 8 Traditional Leaders. Of these, 9 councillors 
comprise the Executive Committee. In addition to the Executive Committee, the Council has eight 
portfolio-based Standing Committees, viz: - 

• Budget and Treasury 

• Local Economic Development 

• Community Services 

• Corporate Services 

• Engineering, Planning and Development 

• Bi-laws 

• Municipal Public Accounts and 

• Spatial Programmes 

These portfolio-based committees are each headed by an Executive Committee member. These 
Eight Executive Committee members are accountable to the Executive Committee with regard to their 
respective portfolios. The Executive Committee itself is in turn accountable to the main Council. The 
Accounting Cfficer and the other Section 57 Managers attend Council meetings to provide an 
administrative account of the progress in the municipal strategies, which are embedded in the 
Integrated Development Plan. 

The role of the Standing Committees is to support senior management in making decisions and 
effectively utilizing the resources of the municipality in the course of service delivery. 

Municipality’s Vision 

It is the vision of the Port St Johns Municipality to be a transformed, integrated municipality that 
subscribes to developmental local government principles and provides a sustainable quality of life. 
This will be achieved through the creation of a regional centre (Port St Johns - Gateway to the Wild 
Coast) that generates economic development and employment opportunities through improving basic 
services in rural areas and utilizing the area’s natural resources and tourism potential. 

Mission 

Port St Johns Municipality will deliver services to the community and develop local communities to 
improve the quality of life. 
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PART 2 


Chapter 1 Organisational Transformation and Institutional Development fKPA 1) 


1.1 Organizational structure 



• There are 237 approved posts of the entire institution. 

• The total number of vacant posts is 88. 

• There are 06 performance agreements and 6 employment contracts submitted to the 
department. 

1.2 Staff development initiatives during the Financial Year 

• No Training was conducted i the year 2010/2011 except, Local Government Accounting 
Certificate where two employees and will be graduating in October 2011. 

• On Development of HRD Plan, adoption and implementation (No records to that effect). 

The types of trainings attended by officials and councillors are as follows: 

-Executive Leadership (councillors) 

-Asset Management, (Officials) 

-Project Management (officials) 


8 


PSJ Municipal Annual Report 20010-2011 











-Job Evaluation Training (officials) 


1.3 Key HR statistics per functional area 


1.3. a. Full time staff complement per functional area (examples are given below) 

MM/Section 57 and Line Managers 



Approved positions (e.g. MM- 
S57 etc...) 

Number of 

approved and 
budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Municipal Manager 

1 

1 

0 

2 

Corporate Services Manager 

1 

1 

0 

3 

Finance Manager 

1 

1 

0 

4 

Community services Manager 

1 

1 

0 

5 

Engineering Manager 

1 

1 

0 

6 

LED Manager 

1 

1 

0 

7 

Office Manager Mayor’s Office 

1 

0 

1 

8 

Office Manager Speaker’s Office 

1 

0 

1 

9 

Strategic Manager IDP, 

Performance Management, 

M&E 

1 

0 

1 


TOTAL 

09 

03 

06 


Staff complement in the technical services 



Approved Technical Positions. 

Number of 

approved and 

Budgeted posts 
per position. 

Filled posts 

Vacant posts. 

1 

Engineering Manager 

1 

1 

0 

2 

Project Manager 

1 

0 

1 

3 

Chief Technician 

1 

1 

0 

m 

Electrician(street Lighting) 

1 

0 

1 
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5 

Handy Man 

1 

1 

0 

6 

Town Planning Coordinator 

1 

1 

0 

7 

Housing Officer 

1 

0 

1 

8 

Project Management Officer 

1 

0 

1 

9 

Data Capturer 

1 

0 

1 

10 

Superintendent( construction 
and Maintenance) 

1 

0 

1 

11 

Superintended Mechanic 

1 

0 

1 

12 

Building Control Officer 

1 

0 

1 

13 

Environmental Management 

Officer 

1 

0 

1 

14 

Team Leader(Roads 

Construction and Maintenance) 

1 

0 

1 

15 

Team Leader (Storm water & 
Drainage) 

1 

0 

1 

16 

Team Leader (Cemeteries) 

1 

0 

1 

17 

Team Leader (Parks & 
Gardens) 

1 

0 

1 

18 

Truck drivers 

6 

4 

2 

19 

Grader operator 

2 

1 

1 

20 

Tractor Operator( Dozer) 

1 

1 

0 

21 

TLB Operator 

1 

1 

0 

22 

Heavy Plant Operator( Lowbed) 

1 

1 

0 

23 

Excavator Operator 

1 

1 

0 

24 

General Workers 

13 

12 

1 

25 

General Assistants(Parks) 

4 

0 

4 

26 

Assistant Mechanic 

1 

1 

0 

27 

Clerk Administration 

1 

0 

1 

28 

Work Shop Attendant 

3 

3 

0 
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29 

Storeman Workshop 

1 

0 

1 

30 

General worker Cleansing 

3 

3 

0 


Technical staff registered with professional bodies 


Technical Service 
(e.g water, 

electricity etc...) 

Total number of 

technical service 
Managers 

Total number 

registered in the 
accredited 
professional body 

Total number 

pending registration 
confirmation in the 

accredited 
professional body 

Total number 
not yet 

registered in 
the accredited 
professional 
body 


Engineering 

Manager. 

1 

0 

0 


Technician 

0 

0 

1 


Mechanic 

0 

0 

1 


Grader operator 

0 

0 

1 


Truck driver 

0 

0 

4 


1.3.b. Levels of education and skills 


Total number of staff 

Number of staff without 

Grade 12 

Number of staff with 
Senior Certificate only 

Number of staff with 

T ertiary/accredited 
professionals training 

172 

104 

45 

27 


I.3.C. Trends on total personnel expenditure 


Financial 

Years 

Total 

number of 

staff 

Total approved 
operating 

Budget 

Personnel 
expenditure (salary 
and salary related) 

Percentage of expenditure 

2006-2007 

194 

32.448.000 

22.167.219 

68.32 

2007-2008 


28.510.000 

24.167.215 

84.77 

2008-2009 

169 

41.119.000 

26.342.264 

64.06 

2010-2011 

172 

45.702.681 

27.941.287 

61% 
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1.3.d. List of pension and medical aids to whom employees belong (please add if 
necessary) 


Names of pension fund 

Number of 

members 


1 

Names of medical Aids 

Number of 

members 

SAMWU Pension fund 

162 


1 

Bonita’s medical 

scheme 

96 




1 

Samwu med medical 

scheme 

52 




1 

Hosmed medical 

scheme 

0 





L.A. health medical 

scheme 

09 



Key health medical 
scheme 

0 



Med cover medical 

scheme 

0 


1.4 Senior officials’ wages and benefits (even if included in the financial statements) 


Managers 

Wage 

Benefits 

Municipal Manager 

71351.29 

Car /travel allowance, Public 
Office allowance, Subsistence 
allowance. 

Corporate Services Manager 

60199.84 

Car /travel allowance. Public 
Office allowance. Subsistence 
allowance. 

Finance Manager 

60199.84 

Car /travel allowance. Public 
Office allowance. Subsistence 
allowance. 

Engineering Manager 

60199.84 

Car /travel allowance. Public 
Office allowance. Subsistence 
allowance. 

Community Services Manager 

60199.84 

Car /travel allowance. Public 
Office allowance. Subsistence 
allowance. 
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LED Manger 


60199.84 


Car /travel allowance, Public 
Office allowance, Subsistence 
allowance. 


1.5 Implementation of the Performance Management System (PMS): 

The PMS was adopted on the 23 ”^ September 2008 by the council for the institution. Section 57 
managers and staff. 

1.6 Annual performance as per key performance indicators in municipal transformation and 
organizational development 



Indicator name 

Total 

number of 
people 
(planned 
for) during 
the year 

under 

review 

Achievement 
level during 
the year 

under review 

Achievement 
percentage 
during the 
year 

Comments on 
the gap 

1 

Vacancy rate for all 
approved and budgeted 
posts; 

237 

172 

72.57% 

Financial 

constraints 

2 

Percentage of 

appointment in strategic 
positions (Municipal 

Manager and Section 57 
Managers) 

6 

5 

83% 

Resignation 

3 

Percentage of Section 57 
Managers including 

Municipal Managers who 
attended at least 1 skill 
development training 

course within the FY 

6 

0 

0 

Financial 

constraints 

4 

Percentage of Managers 
in Technical Services with 
a professional qualification 

1 

100% 

100% 


5 

Percentage of 

municipalities within the 
district area that have a 
fully functional 

Performance 

Management System (DM 

N/A 

N/A 

N/A 

N/A 
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only) 





6 

Percentage of staff that 
have undergone a skills 
audit (including 

competency profiles) 

within the current 5 year 
term 

172 

0 

0 


7 

Percentage of councillors 
who attended a skill 
development training 

within the current 5 year 
term 

39 

0 

0 

Financial 

constraints 

8 

Percentage of staff 

complement with disability 

6 employees with 

disabilities. 

14 

6 

42.86% 

Advertisements 

of the 

Municipality do 
not specify 

preference 
should be 

given to 

designated 
group (as per 
2008-2013 

PSJ’S 

employment 
Equity Plan) 

9 

Percentage of female 
employees. 

82 female employee,. 

118 

82 

69.49% 

Same as 

above 

10 

Percentage of employees 
that are 

aged 35 or younger. 

Total of 172 employees - 
there are 50 employees 
35 or younger. 


50 

29% 

No clear 

targets set 


14 


PSJ Municipal Annual Report 20010-2011 





Chapter 2 Basic Service Delivery Performance Highlights (KPA 2) 


2.1 Water services 

a) Water services delivery and strategy and main actors 

The OR Tambo District Municipality is the Water Services Authority and Water Services Provider 
responsible for planning, implementation, operation and maintenance of water and sanitation services 
within the 7 Local Municipalities. 

In terms of the law the District Municipality is therefore responsible for the development and the 
implementation of its water services by-laws. District Wide Water Master plans. Water Conservation & 
Water Demand Management and Water Services Master Plan. 

O.R. Tambo District Municipality is a grant dependant municipality and most of its water capital 
projects are funded through the Municipal Infrastructural Grant (MIG) which the Department of 
Cooperative Government and Traditional Affairs (COGTA), the Department Local Government and 
Traditional Affairs (DLGTA), National Treasury and Provincial Treasury have micro control. 

The bulk water supply is funded through the Bulk Infrastructure Grant Funding funded by the 
Department of Water Affairs (DWA). In terms of the law DWA is the regulator. The Operation and 
maintenance is funded through the equitable share from the Division of Revenue (DORA) and through 
own funding. 


b) Levels and standards in water services: 


In estimating the water backlogs, the following assumptions have been applied: 

1. People with piped and borehole water within 200m are deemed to be served. 

2. People sourcing water from springs, rainwater tanks, streams, rivers, dams or water vendors are 
deemed to be unserved. 

3. People sourcing water from communal taps, yard taps or any other more basic source are 
deemed to be not served to a higher level. 

4. Water treatmentplant constructed to serve 23 villages in the ntafufu area 
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C) Annual performance as per key performance indicators in water services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the FY 

under 

review 

(actual 

numbers) 

Number of 

HH/customer 

reached 
during the 
FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 

with access 
to potable 
water 

6180 

22 535 

12 168 

12 168 

54% 

2 

Percentage 
of indigent 
households 

with access 

to free 

basic 

potable 

water 

6180 

22 535 

12 168 

12 168 

54% 

4 

Percentage 
of clinics 

with access 
to potable 
water 

15 

0 

0 

0 

0% 

5 

Percentage 
of schools 

with access 
to potable 
water 

165 

165 

0 

0 

0% 

6 

Percentage 

of 

households 

using 

buckets 

22 535 

22 535 

0 

0 

0 % 


(Source: OR Tambo DM 09/10 Annual report 

r 
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d) Major challenges in water services and remedial actions 


Backlog eradication is not the only substantial challenge facing the OR Tambo District Municipality. 
Much of the existing water and sanitation infrastructure is not adequately maintained and, in many 
cases, is not functioning. Ongoing refurbishment and maintenance is therefore a priority for 
sustainable water services delivery. The backlog figures should therefore be considered in the light of 
this situation as they represent the population that is unserved by water or sanitation schemes. 
Those deemed to be “served” are not necessarily benefiting from a fully functional and operational 
water service, though they do live in the area covered by some sort of formal scheme. 

The focus of the district as an authority of this function has been at extending services to those with 
no access to the service which largely are the poor. This has meant that little resources were 
available for refurbishing, maintaining and increasing the capacity of existing infrastructure especially 
in urban areas and other historical nodes of development. 

This has led to a situation where the state and capacity of existing infrastructure has become a 
constraint to growth and development. The DM now faces a challenge of having to balance extending 
services to unserved areas and refurbishing, maintaining and increasing the capacity of existing 
infrastructure to support economic growth and development. Investments can’t happen in town due to 
lack of infrastructure as we are using septic tanks. EIA also has an impact. 


Remedial actions; 

• Construction of major dam that will supply water to rural schemes in Port St. Johns 

• Construction of waterborne system in town 

• PSJ to become Water Service Authority and Water Services Provider 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to upgrade water provision for future developments 

• Improve and service of delabitated treatment plant 

• Retesting of boreholes or water schemes 

(Source: OR Tambo DM 09/10 Annual report) 
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2.2 Electricity services 


a) Electricity services delivery strategy and main role-players 

Electricity is not the competency of Port St. Johns Municipality in terms of powers and functions. Port 
St. Johns Municipality is only playing a support and the coordinating role in terms of electricity 
services. The electricity function lies with Eskom, 

Regarding free basic energy, consultations with the stakeholders are underway in municipalities 
towards the development of policies thereof. Various sources of electricity have been identified to be 
the grid, solar energy and gel. So far the public participation processes conducted in this regard 
indicated that communities are not interested in the alternative sources of energy, they are only 
interested in the Eskom grid. 

Role players: 

1. Port St Johns Local Municipality 

2. Department of Minerals and Energy (DME) 

3. ESKOM 

b) Level and standards in electricity services 

• To provide safe electricity to communities 

• Eskom to align electrification plans with municipal priorities 


c) Annual performance as per key performance indicators in Electricity services 

1. People who are connected to Eskom grid are regarded as fully served. 

2. People who are connected to solar energy and gel are regarded as being served to basic 
level. 

3. People who use candles and paraffin or any other source of energy are regarded as 
being unserved. 
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Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

(actual 

numbers) 

Number of 

HH/customer 

reached 
during the 
FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 

with 

access to 

electricity 

services 

3 623 

6 637 

3 623 

2 900 

88% 

2 

Percentage 
of indigent 
households 

with 

access to 

basic 

electricity 

services 

3 623 

6 637 

3 623 

2 900 

88% 

4 

Percentage 
of indigent 
households 

with 

access to 

free 

alternative 

energy 

sources 

49 

68 

49 

49 

72% 


d) Major challenges in electricity services and remedial actions 

• Most villages are without electricity (schools and clinics affected) 

• PSJ municipality does not provide electricity in the urban area and hence there is no 
revenue recovered from electricity in town. 

• Application to Eskom take long time for electricity connections 

• Eskom takes longer to implement rural electricity projects 

• Unplanned expansion of rural communities resulting in increase in new connection 
demands 
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• Lack of substations resulting in weak supply of power 

• Municipality has not exploited supply of alternative energy due to limited funds. 


Current electricity load far exceed the supply and Eskom needs to be engaged in order to strengthen 
substations. The rolling out of the Regional Electricity Distributors programme is eminent in order for 
the local municipality to benefit in terms of revenue collection. 


Remedial actions 

• Apply with NERSA for an electricity distribution licence in the urban area 

• Engage Eskom and identify areas for erection of new substations 

• Use of non grid alternative energy source 

• Engagement of traditional leaders with regard to developments of new settlements 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to install and upgrade electricity in the urban area for 
future development 


2.3 Sanitation 

a) Sanitation services delivery strategy and main role-players 

The OR Tambo District Municipality is the Water Services Authority and Water Services Provider 
responsible for planning, implementation, and operation and maintenance of water and sanitation 
services within the 7 Local Municipalities. 

In terms of the law the District Municipality is therefore responsible for the development and the 
implementation of its water services by-laws, sanitation strategy, and the District wide Sanitation 
Master Plans. 

O.R. Tambo District Municipality is a grant dependant municipality and most of its sanitation capital 
projects are funded through the Municipal Infrastructural Grant (MIG) which the Department of 
Cooperative Government and Traditional Affairs (COGTA), the Department Local Government and 
Traditional Affairs (DLGTA), National Treasury and Provincial Treasury have micro control. 

In terms of the law Department of Water and Environmental Affairs (DWEA) is the regulator. The 
Operation and maintenance is funded through the equitable share from the Division of Revenue 
(DORA) and own funding 
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Role players; 


1. O.R. Tambo District Municipality 

2. DWA 

3. Port St Johns 

b) Level and standards in sanitation services 

• To ensure communities have access to free basic sanitation 

• To ensure that the national sanitation targets are met 

In estimating the sanitation backlogs, the following assumptions have been applied: 

1. People with flushed toilets with waterborne, septic tanks and digesters are regarded as 
served to higher level 

2. People with Ventilated Improved Pits (VIP) are regarded as served to lower level or basic 
level (RDP standard). 

3. People with no toilet infrastructure or a toilet with no ventilated improved pit (pit latrines) or 
bucket system are regarded as not served. 


• Annual performance as per key performance indicators in sanitation services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

Number of 

HH/customer 

reached 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 

with access 

to sanitation 

services 

7 651 

21 673 

4 910 

1 277 

26% 
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2 

Percentage 
of indigent 
households 

with access 

to free basic 

sanitation 

services 

7 651 

21 673 

4 910 

1 277 

26% 

4 

Percentage 
of clinics 

with access 

to sanitation 

services 

15 

15 

0 

0 

0% 

5 

Percentage 
of schools 

with access 

to sanitation 

services 

165 

165 

0 

0 

0% 


Source: OR Tambo DM 09/10 Annual Report 


d) Major challenges in sanitation services and remedial actions 


• Non availability of water borne sewer and waste water treatment plant in the urban area 
and results to sewer spillage in town 

• High backlog in the provision of basic sanitation services 

• V.I.P. toilets too small with poor quality material 

• Environmental sensitivity of the area 

• Long steep gradients 

• Rural communities do not have access to basic sanitation 


Remedial actions 

• Construction of waste water treatment plant with water borne sewer installation 

• PSJ to become Water Service Authority and Water Services Provider 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to implement the water borne sewer 

Refurbishment and upgrading of existing sewer plant eminent together with the replacement of 
existing old sewer lines. The implementation of waterborne sewer system in other towns is underway 
in four towns but more funding is required to upgrade waterborne sewer system in other five towns in 
the district. 
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2. 4 Road maintenance 


• The road function is a shared function among different stakeholders. South African Nation 
Road Agent (SANRAL) is responsible for the national road, N2 while the provincial road is the 
competency of Department of Roads and Public Works Provincial. Port St. Johns Municipality 
becomes responsible for all the access roads and urban internal roads. 

• The first objective of road maintenance is to keep the road in such a condition that it sheds 
water quickly. If the road does not shed, the surface will become soft, ruts and potholes will 
quickly appear. Earth roads soon become impassable. 

• Road maintenance is needed to restore a good camber on the road to enable water to drain 
off quickly. This is best achieved by regular grading. On gravel roads grading is also needed 
to restore gravel from shoulders which has been lost from the road surface, and to remove 
deep potholes and corrugations. 

• Soft spots on the road may need to be patched. Patching can also be used for general repairs 
to the road surface when machinery is not available as it the case with our Municipality. 

• As the surface of gravel road wears away, new gravel must be added before rapid 
deterioration of the surface starts. Re-gravelling may also be needed severe, and may also be 
used to improve an engineering earth road to gravel. 

Role players; 

1. Port St Johns Municipality 

2. Roads and Public Works 

b) Level and standards in road maintenance services 

• All roads must be inspected on a monthly cycle and maintained such that the riding 
quality and access condition are reasonable. The maintenance activities must be done in 
such a manner that promotes the protection of the environment, minimize accidents and 
protect and promote investment in our towns, however, road maintenance cannot be 
divorced from storm-water management programme. 

• The roads are to be maintained by the reprocessing of 150mm thick gravel wearing 
coarse varying in width from 5m to 7m. Storm-water will be handled by the construction of 
v-section side drains, concrete culverts and - pitched road crossing. 
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The compaction should be at least 80 - 90% MOD AASHTO and the final layer should 
form a camber shape 


Levels & Standards; 

• Households without access to gravel or graded roads are regarded as unserved. 

• Households with access to gravel or graded roads are regarded as served to basic level. 

• Households with access to paved roads are regarded as served to higher level 

• All roads must be inspected on a monthly cycle and maintained such that the riding 
quality and access condition are reasonable. The maintenance activities must be done in 
such a manner that promotes the protection of the environment, minimize accidents and 
protect and promote investment in our towns, however, road maintenance cannot be 
divorced from stormwater management programme. 

• The roads are to be maintained by the reprocessing of 150mm thick gravel wearing 
coarse varying in width from 5m to 7m. Stormwater will be handled by the construction of 
v-section side drains, concrete culverts and - pitched road crossing. 

• The compaction should be at least 80 - 90% MOD AASHTO and the final layer should 
form a camber shape 


c) Annual performance as per key performance indicators in road maintenance services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

(Actual 

numbers) 

Number of 

HH/customer 

reached 
during the 
FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 

without 

31 300 (98 %) 

1400 km 

512 km 

190 km 

37% 
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access to 

gravel or 

graded 
roads 






2 

Percentage 
of road 

infrastructure 

requiring 

upgrade 

28 800 (90 %) 

980 km 

35 km 

19 km 

54% 

3 

Percentage 
of planned 
new road 

infrastructure 

actually 

constructed 

5400 

1400 km 

28 km 

18 km 

64% 

4 

Percentage 
of capital 

budget 
reserved for 

road 

upgrading 

and 

maintenance 

effectively 

used. 

R 16,800, 000. 00 

R 900m 

28 km 

19 km 

64% 


d) Major challenges in road maintenance services and remedial actions 

• 90% of these roads are in a poor condition and they require urgent maintenance and 
upgrades. The biggest challenge is the funding and the fact that only re-gravelling is 
being done with few paved roads. The capital cost for the re-gravelling is low but it has 
short design life. The first rain after the maintenance normally washes away the recently 
done road. 

• Non availability of Maintenance budget 

• We don’t have a Mechanic 

• Steep gradients and mountainous landscape 

• Environmental sensitivity of the area 

• Long and major rivers to cross and build bridges 
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Remedial actions; 


• A new Agreement with DoRPW needs to be signed as to support the Municipality in road 
maintenance, such that both the Municipality and the Department can then join forces as to 
tackle the issue of maintenance of roads. 

• The Municipality has managed to purchased a construction Plant but another set of new plant 
and equipment for maintenance 


2.5 Waste management 

a) Waste management services delivery strategy and main role-players 

Port St Johns Municipality has a role of collecting waste and minimizing illegal dumping within the 
urban area whilst plans are in place for the collection of waste in rural areas. This forms part of 
the new waste management act by the Department of Economic Development and Environmental 
Affairs. Furthermore, it is the role of the municipality to; 

• To ensure that there is efficient collection of waste 

• To ensure that there is sustainable recycling waste projects 

• To minimize illegal dumping 

• To develop policies & implement by-laws relating to waste management 

• To conduct awareness campaigns related to waste management 

• To educate communities with regard to waste removal 

Role Players; 

• Port St Johns Municipality 

• Department of Economic Development and environmental affairs 

• O.R Tambo District Municipality 

• DWA 

• DEA 

IWMP - INTERGRATED WASTE MANAGEMENT PLAN 

The integrated waste management plan is not yet in place. A change in waste management 
legislation requires local municipalities to align their plans with applicable legislation. The 
process is now at District Municipality level. 
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b) Level and standards in waste management services 


Port St Johns Municipality collects waste in the urban area twice a week. At the present moment 
we serve the urban area together with the B & Bs in and around town. The services that include 
rural areas have not started yet as it has to wait until the IWMP is in place. 


• Major challenges in waste management services and remedial actions 


CHALLENGES 

HOW THEY ARE ADDRESSED 

EXPECTED OUTCOMES 

No refuse truck 

Landfill Compactor 

No budget provision made. To be made in 
the next financial year. 

Regular collections 

One Tip attendant instead 
of two 

Review organogram to include additional tip 
attendant 

The register at the gate of the landfill 
site will be done and maintained. 

Two Drivers instead of four 

Formal appointment of truck/tractor drivers 

Minimise overtime. 



Work will be done smoothly and on 
time. 

There are no sanitation 
facilities at the tip site 

Facilitate the establishment of sanitation 
facilities by the OR Tambo DM 

Health standards will be met 

No lights at the tip site 

Facilitate installation of lights by ESKOM 

Safety and security 

Need for additional 

dustbins 

No budget provision made. Provision to be 
made in the next financial year 

Availability of sufficient dustbins 


2.6 Housing and town planning 

a) Housing and town planning services delivery strategy and main role-players 

Low Cost income housing (RDP) is a function of the Department of Housing and the District 
Municipality acts as an implementing agent. The role of the Port St Johns Municipality is to ensure 
the availability of land. 
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There are types of housing that are done through partnerships between the Department of 
housing and Developers like social housing but for Port St. Johns Municipality such projects have 
not yet been implemented. 

The Port St. Johns Municipality also acts as a coordinator and ensures that the following is done: 

• Avail land for future housing development 

• Prepare & submit a verified beneficiary list to Dept. Of Human Settlements 

• Provide awareness on housing beneficiation to communities 

• Monitor the quality of houses built 


Role Players; 

• Dept of Human Settlements 

• Dept of Land Affairs 

• OR Tambo District Municipality 

• PSJ Municipality 

• Developers 

b) Levels and standards in Housing and town planning services 

Levels & Standards 


• All builders that build houses should have NHBRC certificate & all houses should be 
NHBRC approved for quality purposes. 

• Building drawings for the houses to be built should be approved by the Municipal Town 
Planning department 

• All contractors’ certificates should be signed by a Municipal technical official for the 
purpose of quality assurance. 


c) Annual performance as per key performance indicators in housing and town planning 
services 



Indicator 

Total number of 

Estimated 

Target 

Number of 

Percentage 


name 

household/customer 
expected to benefit 

backlogs 

(Actual 

numbers) 

set for 

the f. 

year 

under 

review 

HH/customer 

reached 

of 

achievement 
during the 
year 
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1 

Percentage 

of 

households 
living in 

informal 

settlements 

5000 HH 

22000 HH 

0 HH 

0 HH 

0 HH 

2 

Percentage 
of informal 

settlements 

that have 

been 
provided 
with basic 

services 

0% 

22000 HH 

0 

0 

0 

3 

Percentage 

of 

households 

in formal 

housing that 
conforms to 

the minimum 
building 
standards for 

residential 

houses 

1500 HH 

22000HH 

0 

0 

0 


d) Major challenges in housing and town planning services and remedial actions 

• Housing applications take too long to be approved by the Department of Human Settlement 
and this leads to communities invading land reserved for Housing purposes. 

• Housing projects do not come with bulk infrastructure the Municipality should provide all the 
services before the project can be approved. 

• Projects that was planned to be implemented on the last financial year was not done 

• Approval of beneficiaries takes long 

• Approval of funding of projects also takes long 

• Slow progress on supply chain management by Human Settlements 
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2.7 Spatial planning 


a) Preparation and approval process of Spatial Development Framework (SDF): 

A spatial Development Framework was developed during November 2010 and it has been 
adopted as a draft, still needs to be presented to council for final approval. 

b) Land use management: 

• Rezoning, (2 application) 

• Sub-division, (1 Application) 

• Consent use, (Nil) 

• Removal of restrictive conditions (Nil) 

• Township establishments (Nil) 


Challenges 

• Outdated Town Planning Scheme 

• Settlement Sprawl 

• Land Evasion 

• Lack of Records 

Remedial Actions 

• Approval of Special Planning and Land Use Management bill 

• Development of new Town Planning Scheme aligned to SPLUMB 

• Development of Land Evasion Policy 


Chapter 3: Local Economic Development (KPA 3) 

3.1 Local Economic Development Strategy 

The Port St. Johns Local Economic Development strategy was developed in 2005-2006 financial year 
and was developed to achieve a growing and environmentally sustainable economy that provides 
sustainable opportunities for the equitable creation and redistribution of income and employment. 
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This is in recognition of the fact that there is a need to grow the local economy in a manner that 
ensures meaningful social economic benefits to both the 165 084 urban and rural communities. The 
strategy is due for review and we are in the process of preparing for the review. 

Port St. Johns Municipality is largely rural, 97% is rural and 3% urban. The rural areas have been 
deprived and neglected in terms of infrastructure and basic amenities. This then has created a 
pattern of focus in terms of infrastructure development on the rural area thus neglecting the urban 
since the existence of the new local government regime. The infrastructure in the urban area is also in 
a very derelict state because these small towns were positioned to accommodate only a few people. 
It has also created migration from the rural areas to the urban area which has created congestion in 
the town. The community of Port St. Johns is dependent on grants and that creates congestion on 
the pay days of the grants. The LED Strategy was developed with these key objectives in mind: 

• Analyzing key socio-economic challenges and opportunities 

• Formulation of a shared long term economic vision 

• Identify key LED initiatives for job creation and poverty alleviation 

• Formulate appropriate institutional arrangements for LED 

The strategy provides a strategic framework for the identification, prioritization and implementation of 
the local economic development objectives of the Integrated Development Plan of the municipality. 
The strategy draws its strength from the meaningful participation of the various LED Sector 
stakeholders in the processes of analyzing key local challenges that must be addressed, as well as in 
the identification of priority local economic development interventions. 

Based on the strategic analysis of the rigorous stakeholder engagement process, the Port St. Johns 
Municipality and its partners have identified the following five key strategic priority areas, focus areas 
or thrusts as the core drivers of their economy: 

1. Enterprise Development 

2. Agriculture Development 

3. Tourism Development and 

4. Infrastructure Development 

Enterprise Development 
Strategic goals 

• To grow the numbers and improve the competitiveness and productivity of small, medium and 
micro enterprises 

• To increase the numbers and productive capacity of SMME’s and large enterprises in tourism, 
agriculture and manufacturing sectors 
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• To improve the quality and quantity of jobs created by SMME’s and large enterprises 

• To increase contribution of tourism, agriculture and manufacturing on employment and gross 
geographic productivity of Port St. Johns Municipality. 

Agriculture Development 

Strategic goals 

• Promote production of high-value crops and vegetables 

• Attract new investments into agriculture and infrastructure development 

• Facilitate BEE enterprises in citrus, fishing and maritime 

• Promote small scale farming activities for food security 

• Facilitate access to agricultural land by emerging farmers 

• Implement an agriculture enterprise development and extension program 

• Coordinate agricultural activities by establishing an agricultural forum 

• Formulate an agriculture Development Plan 

Tourism Development 

• Facilitate the establishment of new BEE enterprises in tourism 

• Design and implement tourism development programs for local communities 

• Improve the quality of crafts and black-owned businesses in general 

• Establish community tourism forums to promote tourism participation 

• Facilitate the establishment of new tourism products within the township areas 

Infrastructure Development 

• To improve the state and quality of general economic development infrastructure thus 
enhance the accessibility of markets, movement of goods and services and inter-regional 
linkages 

• To improve the levels of supply, quality and reliability of business support infrastructure in 
terms of provision of electricity, water, sanitation, road and air. 

• To attract new public and private investment to address critical bulk and economic, tourism 
and agriculture infrastructural backlogs as a precondition to unlocking new economic growth 
levels. 
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The LED Unit 


The organizational structure of the department has the following posts, only 30% of the positions have 
been filled: 

The Manager: Economic Development and Planning (Filled) 

1 X Executive Secretary (filled) 

1 X Admin Clerk (vacant) 

1 X Assistant Manager: Economic Development & Planning (vacant) 

1 X Administration Office (vacant) 

1 X LED Officer: Enterprise Development Section (filled) 

1 X LED Officer Tourism Development Section (vacant) 

2 X Tourism Clerks (vacant, temporal staff used) 

1 X LED Officer: Agricultural Development Section (vacant) 


LED Expertise 

The Manager has a Bachelor of Arts degree and has a certificate in Local Economic development 
issued by the University of Fort Hare. She has been trained in project management and small 
business consultancy by the university of Potchefstroom and Japan International Cooperation Agency 
(JICA). She has nine years of experience in the Local government sphere. 

The Officer in the Enterprise Development Section has a National Diploma in Small Business 
Development and has 5 years experience. In our Tourism section we have 2 Tourism clerks on 
contract who have National diplomas in Tourism. 

In terms of capacity, looking at the vacancy rate in the department, human capital is lacking and as 
such most programs remain unattended to. The Integrated development plan is also formulated in 
this department with no internal capacity. Support from the District municipality and the department of 
Local Government and Traditional Affairs is lacking. 

Expertise in areas which are our economic drivers such as Agriculture and Tourism is lacking. We are 
however working close with strategic partners such as the Department of Rural Development & 
Agrarian Reform, the Agricultural Research Council and Asgisa. 
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LED Stakeholder Forum 


The LED Stakeholder Forum has not been very active in the past year. This is due to the fact that not 
much has been achieved in terms of projects promised to take off in the last year due to various 
factors. These factors vary from poor infrastructure, land availability, land invasion and in some cases 
conflict amongst communities. These factors scare away investors and lack of support from the 
relevant government departments e.g. the department of Rural Development and Land Reform in the 
case of finalization of settled land claims. Another factor that contributed to the slack in 
implementation of projects is the hype towards the local government elections. 

Sectors such as the Agriculture, Arts & Crafts and Cooperatives have however been very active. 
Tourism has also been very active although not in an integrated manner. Through strategic partners 
such as the department of Agriculture, the Agricultural Research Council, Is’Baya Development 
Agency and Ntinga Development Agency our farmers have been getting ongoing support. The 
Department of Agriculture has now employed Extension Officers that share two wards per extension 
officer. 

The Department of Local Government and Traditional Affairs have however approved funding in the 
Small Town Revitalization program to revive the LED Forum and this is to be implemented in the next 
financial year. 


AGRICULTURE: FUNDED PROJECTS 2010-2011 


Project Name 

Location 

Type 

Budget 

Status Quo 

Jobs 

created/project 

members 

Agriculture: 

CASP 






Lutshaya 

Interdevelopment 

Ward 18 

Vegetable 

production 

R685 217 

Fencing 

Material 
procured and 
delivered, 
fencing in 

progress 

17 members 

Masakhane 

Poultry 

Ward 11 
Buchele 

Poultry 

Production 

R572 

269.96 

The fowl- run 
is under 

construction 

11 

Gunuza Farms 

Ward 6 

Hydroponics 

(Vegetables) 

Rl,2m 

Tunnels in 

operation 

5 jobs 

Siyazondia 

Wards 5, 8 & 
14 

Homesteads, 

agriculture 

R30 0000 

Garden 

equipment & 
seedlings 

20 Beneficiaries 
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delivered to 
beneficiaries 


Siyakhula 

All wards 

Homesteads 

R272 000 

Garden 

equipment & 
seedlings 
delivered to 
beneficiaries 

14 Beneficiaries 

PSJ Dairy 

Ward 7 

Dairy 

R3m 

Dairy parlour 
85% complete, 
Irrigation 
system 90% 
complete, 
boundary 
fencing 
completed, 
electricity 
deposit paid, 
bulk milk tank 
and feeding 
system 98% 
complete and 
feeding 
system 
outstanding 


Uvuselelo 

12 villages 

Cwebeni 

Magumbini 

Qhaka 

Mgxabakazi 

Ndimakude 

Ntsimbini 

Nomvalo 

Dedeni 

Caguba 

Noqhekwana 

Swazini 

Gemvale 

Ngxongweni 

Homestead 

gardens 


Clusters has 
been set up 
and 

committees 
are being 

trained in 

monitoring; 
formation of 
cooperatives 
and business 
management 

1000 

homesteads 


TOURISM: FUNDED PROJECTS 2010-2011 


Project Name 

Location 

Type 

Budget 

Status Quo 

Jobs 

created/project 

members 

Coast Care 

All Coastal 
Wards 

Cleaning of 
Beaches 

RlOm (over 
Syears to 

March 2011) 

The Project 

was closed in 
March 2011 

55 Jobs 

SDI Wild 

Coast Cultural 
Festival 

Ward 6 

Promotion of 
Arts & Crafts 

R3m 

The festival 

was held in 
December 

2010 and has 
benefited the 
Arts and Crafts 
Sectors 

Beneficiaries: 

4 Grafters 

26 Artists 

7 Poets 

3 Story Tellers 

3 Drama 

Groups 

11 Music 
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Groups 

Riverfront 

Development 

Ward 6 

Tourism 

facilities 

R10.4m 

Training of 

temporal 
workers has 

commenced, 
land dispute 
with the 

municipality 
has erupted 

60 temporal 

10 permanent 

Ntafufu Beach 
& Boat 

Launching 
Facilities 

Ward 11 

Tourism 

facilities 

including 

chalets 

R5.2m 

Basic 

assessment 

report 

submitted to 
DEDEA, 
awaiting 
response 

5 permanent 

Noqhekwana 
Tourism facility 

Ward 10 

Tourism 

facilities 

R6m 

Implementation 

stage 

10 jobs 

Beautification 
of entrance to 
town 

Ward 6 

Street lights 
and 

landscaping 

R3m 

Business plan 
approved to be 
implemented in 
2011-12 

60 during 

construction 

15 for 

maintenance 

Mangrove 
Holiday Camp 

Ward 6 

Conference 

Facility 

±R100m 

To be 

advertised for 
interested 
investors in 

September 

2011 

To be 

determined by 
investment 


COOPERATIVES REGISTERED 2010-2011 


Name 

Ward & Village 

Sector 

No. of 

members 

Inganathi siyakhula co op 

19\nyathi(lubende) 

Agriculture 

9 

Cwebeni liquor traders co op 

04\cwebeni 

consumerMiquor 

6 

cwebeni bee keeping 

04\cwebeni 

Agriculture 


Cwebeni canoe trail co op 

04\cwebeni 

Tourism 

6 

Cwebeni brick makers co op 

04\cwebeni 

worker 


Cwebeni builder co op 

04\cwebeni 

construction 

3 

Amagingqi co op 

05\Bizana 

Agriculture 


Mashikwe builders co op 

07\Ntsimbini 

Construction 


Dynamic uniform co op 

05\chaguba 

Tailor 

7 

PSJ youth cleaning co op limited06\ 
psj town 


Greening & 

cleaning 

19 

Siyalinga women co operative 

05\sijuqwini 

Agriculture 

5 
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Anazina co operative 

05\sihlanjeni 

Agriculture 

8 

Dagebs Youth co op 

12\Nomvalo 

Agric & paint 
manu 

5 

Lingelethu co operative 

5\sihlanjani 



Gwebindlala Youth co op 

7\Magingqi 

Agriculture 







LED PROGRAMS INTERVENTIONS 

1. Small Towns Development Initiatives by the Department of Cooperative Governance 
AND Traditional Affairs (COGTA) 

This is a National collaborative initiative between COGTA, the AHI, IDASA and is supported 
by the German Development Corporation with clear links to the local and regional sphere. It 
is aimed at supporting strategic economic development work and cooperation between Local 
Government and local business chambers located in specific small towns. The expected 
outcome of this partnership initiative includes improved collaboration and dialogue between 
private and public stakeholders in selected towns, the identification of catalytic projects, the 
development of a shared common vision for the local area, the promotion of local leadership 
and the sharing of learning and knowledge. Port St. Johns has been selected as one of the 
town the project is to be piloted in. The project is at its infancy stage and no visible 
intervention has been realized at this stage. 


2. Post St. Johns Intervention by the Department of Roads and Transport 

The Department of Roads and Transport in the Province entered into an agreement with the 
municipality to assist in: 

• Roads Infrastructure development: The construction of the CBD Roads and the 
residential area roads. Phase 1 of the CBD road started in this financial year and is in 
progress to be completed in 2011. The plans for the residential roads have been 
completed and funding is to be availed in the 2011-12 financial year 

• Public Transport facilities upgrade (Bus passenger provision) 

• Traffic Management: (Placement of Road Rangers on R61: removal of livestock from 
road ) 

• EPWP Transport Community Based Program (652 households benefiting) 
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2. Neighbourhood Development Partnership Grant 


This grant has been applied for from the National Treasury for catalytic infrastructure projects 
of rehabilitating our CBD and has been approved in principle. A funding agreement for 
technical assistance of Rim has been approved for technical support. The municipal 
manager has been trained in management of the fund. A project management office is to be 
established in 2011-2012 financial year. 

The Spatial Development Framework (SDF) 

The Municipality has reviewed its spatial development framework in 2010. The SDF for the Port St. 
Johns area forms part of the Port St. Johns Integrated Development Plan Process. The SDF is one of 
the operational strategies of the IDP and is closely linked and should function with the other 
operational strategies, i.e. water services plan, LED plan, environmental Management Plan, Disaster 
Management Plan etc. The document is still in draft form and is to be presented to Council in the next 
financial year. 

Master Plan 

The municipality has developed a spatial development Framework in which nodal development points 
has been identified in an attempt to bring development to the rural areas. A nodal development plan 
has also been developed and administrative and 

A Master plan of the town area has been developed. The Master plan identifies identities for each 
area in the town including the CBD area. The master plan also assists decentralizing the business 
area which is largely the major cause of the congestion. The plan also identifies a 2"'* regional taxi 
rank which will ease the burden on the current taxi rank. The plan will only materialize when the bulk 
infrastructure needed is put in place. A comprehensive infrastructure plan has been developed for the 
CBD area and an estimated amount of R165million is needed to address the infrastructure to create a 
conducive environment for investors. 

Nodal Development Strategy 2010 

The Nodal Development Strategy has been developed in consultation with affected communities and 
structures in the affected areas as identified in the spatial development framework. The following 
nodal points have been identified: 

• Port St. Johns Town and adjacent coastal resort 

• Ntafufu (N2 intersection) 

• Isilimela Hospital 
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Tombo (N2 intersection) 
Bambisana Hospital 
Majola (Tea Factory area) 


Environmental Management Plan 

This plan has been developed and is yet to be approved by Council. Due to the quality of the finished 
product, we have consulted the department of Economic Development and Environmental Affairs to 
assess the document. The plan is therefore in draft form and awaiting comments from the public and 
DEDEA. 

Trading Bi-Laws 

The Municipality has developed its By- Laws in 2007. Due to a number of challenges, internal and 
external, these by- laws were never implemented. An extensive consultation process has been 
undertaken with the business community especially the informal traders in this financial year and they 
are in the implementation phase. We however have challenges in terms of enforcement because of 
lack of human capital. 

Investment Promotion 

Port St. Johns Municipality has a number of Investment opportunities. These opportunities were 
presented in the District Investment opportunities conference held in 2009. We also have these 
opportunities posted on our website www.psimunicipalitv.aov.za . An investment opportunities indaba 
is planned for 2011-2012 financial year that is to be facilitated by the Port St. Johns Development 
Agency in partnership with the Department of Economic Development and Environmental Affairs. 


Infrastructure Provision 

This is one of Port St. Johns Municipality’s main challenges. Infrastructure in the municipal area 
(urban) is in a very poor state. The roads in the CBD are under construction and the rest of the 
access roads in the residential area in town is planned for 2011-2012, a business plans has been 
developed. Electricity has been upgraded in 2009 and Eskom has been furnished with long term 
plans of development. 

Our municipal infrastructure grant is focusing on rural access roads and is very minimal as a result we 
do approximately 3 roads per annum. 
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Market Places 


Port St. Johns Municipality has a vibrant informal sector which is largely operating from the Taxi rank 
and around the central business district. There is no dedicated market place but there are market stall 
attached to the taxi rank which are not liked by the hawkers and partly underutilized. We are in the 
process of negotiating with the hawkers to facelift the taxi rank area and to modernize the containers 
used in the area and the present structures built long ago. We are also to replace the tables and 
caravans. 


Telecommunications 

Port St John’s has a broad coverage of telephone lines from Telkom. Public Phones are at most 
public facilities such as clinics, hospitals, schools and at Multi Purpose Community Centres. 
Cellphone coverage is at 70%. Television coverage is still a challenge that is to be addressed with 
the National Broadcaster. 

Disaster Management 

Port St. Johns municipality does not have a disaster management plan. A risk assessment of the 
area has been done but not completed yet. The area is prone to disasters especially floods and veldt 
fires. We also in the last 3 years had sporadic shark attacks during the months from November to 
March. We have approached the National Department of Environmental Affairs to assist in 
researching for causes of these shark attacks. The Department has appointed the KwaZulu Natal 
Sharks Board to do the research. They are to start in September 2011. 

In their preliminary investigations done in 2009, there seem to be a general influx of sharks in the 
Umzimvubu River during their mating season and as such they breed in the Umzimvubu River. 
According to research it is a surprise that there were no shark attacks prior 2009. The research will 
take plus minus a year to be completed. We are in the meantime to implement first aid and visible 
signage to bathers. The municipality has a yearly budget for disaster management to intervene and 
give first aid during disasters and while assessment of the disaster is done. 
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Fire Fighting 


Port St. Johns Municipality has a fully functional fire fighting department with 2 qualified fire fighting 
officers and 3 volunteers. They have a fully equipped skid unit and fire fighting engine. 


Comparative & Competitive Advantage 

Port St. Johns Municipality is the only town on the Wild Coast that has a developed urban area with a 
functional central business district. The entrance to town is welcoming and tourists from all over the 
world visit the area and fall in love with the town. The warm winters attract tourists from afar and we 
have establishments (B&B’s) with a 97% occupancy rate through the year. Our (8) beaches attract 
tourist from all over South Africa. A youth festival that draws the affluent youth to Port St. Johns on 
the 26’^ of December is held yearly and that makes Port St. Johns the place to be. 

Our climate is moderate to warm through the year and rainfall is high which creates a conducive 
environment for our agricultural sector. Tropical Fruit and vegetables are in abundance. We are the 
first in the region to sell green mealies during the season. 
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PORT ST JOHNS MUNICIPALITY 2011 2010 

STATEMENT OF FINANCIAL POSITION R R 

For the year ended 30 June 2011 


NET ASSETS AND LIABILITIES 


Notes 


Net assets 

Accumulated surplus / (deficit) 


293 805 471 

293 805 471 


321 400 864 

321 400 864 


Non-current liabilities 

Non-current provisions 1 152 097 124 506 


Current liabilities 52 554 801 21 998 651 


Trade and other Payables 

3 

49 393 127 


18 474 535 

Unspent conditional grants and receipts 

4 

3 137 541 


3 471 059 

Bank overdraft 

20 

24 134 


53 057 


Total Reserves and Liabilities 346 512 370 343 524 022 


ASSETS 


Non-current assets 332 667 831 334 406 866 


Property, plant and equipment 

5 

318 644 828 


300 356 449 

Investment properties carried at cost 

6 

14 023 003 


34 050 417 

Current assets 


13 844 539 

9 117 156 

Inventory 

7 

244 030 


115 135 

Consumer debtors 

8 

2 779 613 


1 628 686 

Other debtors 


58 833 


58 833 

VAT 

9 

10 409 612 


7 305 373 

Call Investment deposits 

10 

12 418 


9 104 

Bank balances and cash 

11 

340 033 


24 

Total Assets 


346 512 370 

343 524 022 
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STATEMENT OF FINANCIAL PERFORMANCE 

For the year ended 30 June 2011 


2011 

R 


Notes 


REVENUE 



Property rates 

12 

4 956 875 

Service charges - refuse 

13 

330 657 

Rental of facilities 


333 509 

Interest earned 


2 687 302 

Fines 


22 800 

Licences and permits 


14 148 

Government grants and subsidies 

14 

73 381 919 

Other income 

15 

402 314 

Total Revenue 

— 

82 129 525 


EXPENDITURE 



Employee related costs 

16 

23 197 988 

Remuneration of Councillors 

17 

6 566 154 

Bad debts 


2 037 

Depreciation 


26 420 503 

Repairs and maintenance 


1 846 003 

Interest paid 

18 

746 641 

General expenses 

24 

41 079 201 

Total expenditure 


99 858 527 

Gain /( loss) on sale of assets 


_ 

(Impairment loss) / Reversals of impairment loss 


- 

Profit /(loss) on value adjustment 


- 

Inventories : (Write-down )/reversal of write-down to net 
realisable value 


- 

Surplus /(deficit) for the period 


(17 729 002) 




2010 

R 


3 113 764 
509 407 
276 775 
933 617 
8 500 
25 068 
74 236 290 
256 077 


79 359 498 


21 269 352 
6 204 316 
881 927 
25 957 271.75 
913 891 
50 988 
23 954 619 
79 232 365 


(540 187) 
(113 358) 


(526 413) 
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PORT ST JOHNS MUNICIPALITY 

STATEMENT OF CHANGES TO NET ASSETS 

For the year ended 30 June 2011 


Revaluation 

Reserves 

Other resrves 

Total 

Reserves 

(Accumulated 
Deficit) / 
Accumulated 
Surplus 

Total 

Balance at 01 July 2009 

Correction of error 

Restate balance 

Restated surplus for the period 

- 



10 440 048 

1 546 913 

11 986 961 
(526 413) 

10 440 048 

1 546 913 

11 986 961 
(526 413) 

Balance as previously reported 

Prior year adjustments (2009/2010) 

17 699 570 

276 095 507 

309 940 316 

11 460 548 

11 460 548 

309 940 316 

Balance at 01 July 2010 Restated 

Surplus for the period 

Adjustment to revaluation reserve 

17 699 570 

(1 081 200) 

276 095 507 

(8 785 190) 

309 940 316 

(9 866 390) 

11 460 548 

(17 729 002) 


Balance as at 30 June 2011 

16 618 370 

267 310 317 

300 073 926 

(6 268 454) 

293 805 472 
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PORT ST JOHNS MUNICIPALITY 

STATEMENT OF CASH FLOWS 

For the year ended 30 June 2011 


2011 

R 

2010 

R 

CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 

Notes 

79 442 223 

78 425 881 

Cash paid to suppliers and employees 


(45 769 177) 

(55 478 008) 

Cash generated by / (utilised in) operations 

19 

33 673 046 

22 947 873 

Interest received 


2 687 302 

933 617 

Interest paid 


(746 641) 

(50 988) 

NET CASH FROM OPERATING ACTIVITIES 

; 

35 613 707 

23 830 502 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 


(35 356 909) 

(23 665 929) 

Proceeds from sale of property .plant and equipment 


- 

936 580 

Acquisition of Investment Properties at fair value 

Decrease in long-term receivables 

NET CASH FROM INVESTING ACTIVITIES 

- 

(35 356 909) 

(22 729 349) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Increase /( Decrease) in non-current provisions 


27 592 

(2 638) 

Loans repaid 

NET CASH FROM FINANCING ACTIVITIES 

- 

27 592 

(2 638) 

NET INCREASE IN CASH AND CASH 

- 

284 390 

1 098 515 

EQUIVALENTS 

Cash and cash equivalents at the beginning of the period 

Cash and cash equivalents at the end of the period 

20 

43 929 

328 318 

(1 054 586) 

43 929 
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PORT ST JOHNS MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 


1. BASIS OF ACCOUNTING 


1.1 Basis of presentation 

The financial statements have been prepared in accordance with Generally Recognised Accounting Practices 
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) the Municipal Finance 
Management Act, (Act N o 56 of 2003 ) standards are summarised as follows: 


GRAP 1 
GRAP 2 
GRAP 3 
GRAP 4 
GRAP 5 
GRAP 6 
GRAP 7 
GRAP 8 
GRAP 9 
GRAP 10 
GRAP 11 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GRAP 17 
GRAP 19 
GRAP 100 
GRAP 101 
GRAP 102 


Presentation of Financial Statements 
Cash Flow Statements 

Accounting Policies, Changes in Accounting Estimates and Errors 
The Effects of Changes in Foreign Exchange Rates 
Borrowing costs 

Consolidated financial statements and accounting for controlled entities 
Accounting for Investments in Associates 
Financial Reporting of Interests in Joint Ventures 
Revenue from Exchange Transactions 
Financial reporting in hyperinflationary economies 
Construction contracts 
Inventories 
Leases 

Events After the Reporting Date 

Investment property 

Property, Plant and Equipment 

Provisions, Contingent Liabilities and Contingent Asset 

Non-current assets held for sale and discontinued operations 

Agriculture 

Intangible assets 


Where there is no equivalent standard of GRAP or IPSAS an International Financial Reporting Standard (IFRS) that is 
effective forms part of the GRAP reporting framework. This applies to the accounting standards detailed below: 


IAS 12 (AC102) 
IAS 14 (AC 115) 
IAS19 (AC 116) 
IAS20 (AC 134) 
IAS24 (AC 126) 
IAS26 (AC 136) 
IAS29 (AC 124) 
IAS 30 (AC 120) 
IAS 32 (AC 125) 
IAS 33 (AC 104) 
IAS 34 (AC 127) 
IAS 36 (AC 128) 
IAS 39 (AC 133) 
IFRS 02 (AC 139) 
IFRS 03 (AC 140) 
IFRS 04 (AC 141) 
IFRS 06 (AC 143) 
IFRS 07 (AC 144) 


Income Taxes 
Segment reporting 
Employee benefits 

Accounting for government grants and disclosure of government assistance 
Related party disclosures 

Accounting and rereporting by retirement benefit plans 
Financial reporting in hyperinflationary economies 

Disclosures in the financial statements of banks and similar financial institutions 
Financial instruments: Disclosure and presentation 
Earnings per share 
Interim Financial Reporting 
Impairment of assets 

Financial instruments: Recognition and measurement 
Share-based payment 
Business combinations 
Insurance contracts 

Exploration for and evaluation of mineral resources 
Financial Instruments: Disclosures 


Exemptions from these standards as they relate to the interim arrangements on the implementation of GRAP are 
detailed under each relevant accounting policy note below as they apply to the municipality. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 

1.2 Presentation currency 

These financial statements are presented in South African Rand, which is the functional 
currency of the municipality. 

1.3 Going concern assumption 

These financial statemetns have been prepared on the assumption that the municipality will 
continue to operate as a going concern for at least the next 12 months. 

1.4 Comparative information 

Budget information in accordance with GRAP 1 and 24 has been provided in an annexure to these financial 
statements 


When the presentation or classification of items in the financial statements is amended, prior period comparative 
amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting errors have 
been identified in the current year, the correction is made retrosprectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the 
adjustment is made retrospectively as far practicable and the prior year comparatives are restated accordingly. 


1.5 Accounting policies, changes in accounting estimates and errors 

The municipality has taken advantage of the interim arrangements with respect to the implementation of GRAP. 
Accordingly and with respect to GRAP 4 the municipality is not required to identify the impact of GRAP standards that 
have been issued but are not yet effective. 


1.6 Significant judgements and sources of estimation uncertainly 

In preparing the financial statements, management is required to make estimates and assumptions that affect 
the amounts represented in the financial statements and related disclosures. Use of available information 
and the application of judgement is inherent in the formation of estimates. Actual results in the future could differ 
from these estimates which may be material to the to the annual financial statements. Significant judgements 
include: 

Trade receivables classified as loans and receivables 

The Municipality assesses its receivables for impaiment at each statement of financial position date. In 
determining wether an impairment loss should be recorded in the statementof financial perfomance, the 
municipality makes judgements as to whether there is observable data indicating a measurable decrease in 
the estimated future cash flows from a financial asset. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to adjust stock to the lower of cost or net realisable value. Management have made 
estimates of the selling price and direct cost to sell on certain inventory items. The judgement is made to an 
allowance account for absolete inventory. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 


Fair value estimation 

The fair value of financial instruments traded in active markets( such as trading and available for sale securities) 
is based on quoted market prices at the financial position date. The quoted market price used for financial assets 
held by the Municipality is the current bid price. 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their 
fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting, where 
material, the future contractual cash flows at the current market interest rate that is available to the municipality 
for similar financial instruments. 

Impairment testing 

The recoverable amounts of cash generating units and individual assets have been determined based on the 
higher of value-in-use calculations and fair values. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances 
suggest that the carrying amount may not be recoverable. Assets are grouped at the lowest level for which 
identifiable cash flows are largely Independent of cash flows of other assets and liabilities. If there are Indications 
that impairment may have occurred, estimated are prepared of expected future cash flows for each group 
of assets. Expected future cash flows used to determine the value in use of tangible assets are inherently 
uncertain and could materially change over time. 


Provisions 

A provision is recognised when the Municipality has a present obligation (legal/ constructive) as a result of a past 
event and it is probable (i.e. more likely than not) that an outflow of resources will be required to settle the 
obligation, and a reliable estimate can be made of the amount of the obligation. 

Provisions are reviewd at each reporting date and adjusted to reflect the current best estimate. Contributions 
are made to or from the provisions to reflect the current best estimate. Expenditure relating to provisions is 
charged to the provision when incurred. 

Effective interest rate 

The municipality used the prime interest rate as basis to discount future cash flows. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 


2. PROPERTY, PLANT AND EQUIPMENT 
2.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of goods or services and for administrative purposes and are expected to be used during 
more than one year. Items of property, plant and equipment are initially recognised as assets on acquisition date and 
are initially recorded at cost. 

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be a provisional amount. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at the 
provisional amount. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to 
use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used only 
in connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 


Depreciation calculated 

Depreciation is calculated on cost, using the straight-line method over the estimated useful lives of the assets 
less the residual value. The annual depreciation rates are based on the following estimated asset lives:- 
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PORT ST JOHNS LOCAL MUNICIPALITY 

MCCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 

2 . 

PROPERTY, PLANT AND EQUIPMENT (Cont.) 

2.2 

Subsequent measurement - revaluation model (Land and Buildings) 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 
Where the Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure on an asset is capitalised when it increases the 
capacity or future economic benefits associated with the asset. 


2.3 

Depreciation and impairment 

Depreciation is calculated on cost, using the straight-line method over the estimated useful lives of the assets 

2.4 less the residual value. The annual depreciation rates are based on the following estimated asset lives:- 


Derecognition 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an item of property, plant and equipment is determined as the difference between the sales proceeds 
and the carrying value and is recognised in the Statement of Financial Performance. 

3. 

INVESTMENT PROPERTY 
3.1 

Initial recognition 

Investment property includes property (land or a building, or a part of a building, or both land or buildings held under 
an operating lease) held to earn rentals and / or for capital appreciation, rather than hel to meet service delivery 
objectives, production or supply of goods or services or the sale of an asset in the ordinary course of operations. 
Investment properties are initially recognised as assets on acquisition date and are initially recorded at cost. 

Where an investment property is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be a provisional amount. 


Where an investment property is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at the provisional amount. 

3.2 

Subsequent measurement - (Investment property) 

Investment property is measured using the cost model. Under the cost model, investment property is carried 
at cost less any accumulated depreciation and any accumulated impairment losses. Transfers to or from 
investment property are made when and only when there is a change in use. 

3.3 

Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated 
useful lives of the assets. Components of assets that are significant in relation to the whole asset and that 
have different useful lives are depreciated separately. The annual depreciation rates are based on the following 
estimated average asset lives: 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 


3. 

INVESTMENT PROPERTY (Cont.) 

3.4 

Derecognition 

Items of Investment Property are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement 
of an item of property, plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 

4. 

INVENTORIES 

4.1 

Initial Recognition 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary 
course of business. Inventories are initially recognised at cost. Cost generally refers to the 
purchase price, plus taxes, transport costs and any other costs in bringing the inventories to their 
current location and condition. 

Where inventory is acquired by the municipality for no or nominal consideration (I.e non-exchange 
transaction), the cost is deemed to be equal to the fair value of the item on the date acquired. 

4.2 

Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, working-in-progress and finished 
goods, are valued at the lower of cost and the net realisable value unless they are to be distributed 
at no or nominal charge. In which case they are measured at the lower of cost and current 
replacement cost. Redundant and slow-moving inventories are identified and written down in this 
way. Differences arising on the valuation of inventory are recognised in the Statement of 
Financial Performance in the year in which they arose. The amount of any reversal of any write- 
down of inventories arising from an increase in net realisable value or current replacement cost is 
recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory 
was sold, written off or consumed, unless that cost qualifies for capitalisation to the cost of another 
asset. 

In general, the basis of allocating cost to inventory items is the first-in, first-out method. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 

5 FINANCIAL INSTRUMENTS 

5.1 INITIAL RECOGNITION 

Financial instruments are intitally recognised at fair value. 

5.2 

SUBSEQUENT MEASUREMENT 

Financial assets are categorised according to their nature as either financial assets at fair value through profit 
or loss, held-to maturity, loans and receivables, or available for sale. Financial liabilities are categorised as either 
at fair value through profit or loss or financial liabilities carried at amortised cost ("other"). The subsequent 
measurement of financial assets and liabilities depends on this categorisation and, in the absence of an 
approved GRAP Standard on Financial Instruments, is in accordance \A/ith IAS 39. 

5.3. INVESTMENTS 

Investments which include listed government bonds, unlisted municipal bonds, fixed deposits and 
short-term deposits invested in registered commercial banks, are categorised as either held-to- 
maturity where the criteria for that categorisation are met, or as loans and receivables, and are 
measured at amortised cost. Where investments have been impaired, the carrying value is 
adjusted by the impairment loss, which is recognised as an expense in the period that the 
impairment is identified. Impairments are calculated as being the difference between the carrying 
amount and the present value of the expected future cash flows flowing from the instrument. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performamnce. 

5.4 

TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and receivables and are initially recognised at 
fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying amount, plus 
interest, less repayments and impairments. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are 
considered indicators that the trade receivable is impaired. Impairments are determined by discounting expected 
future cash flows to their present value. Amounts that are receivable within 12 months from the reporting date are 
classified as current. 


An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the 
use of an allowance account, and the amount of the loss is recognised in the Statement of Financial Performance 
within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent recoveries of 
amounts previously written off are credited against operating expenses in the Statement of Financial Performance. 


5.5 TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial 

liabilities held at amortised cost, are initially recognised at fair value and subsequently measured 

at amortised cost which is the initial carrying amount, less repayments, plus interest. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2011 

5.6. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). 

Cash equivalents are short-term highly liquid investments, readily convertible into known amounts 
of cash, that are held with registered banking institutions with maturities of three months or less 
and are subject to an insignificant risk of change in value. For the purposes of the cash flow 
statement, cash and cash equivalents comprise cash on hand, deposits held on call with banks, 
net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: 
loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on the bank overdraft 
are expensed as incurred. Amounts owing in respect of bank overdrafts are categorised as 
financial liabilities: other financial liablities carried at amortised cost. 

6. PROVISIONS, CONTIGENT LIABILITIES AND CONTIGENT ASSETS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it 
is probable than an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the provision can be made. Where the effect is material, non-current provisions are discounted to 
their present value using a pre-tax discount rate that reflects the market's current assessment of the time value of 
money, adjusted for risks specific to the liability (this for example applies in the case of obligations for the rehabilitation 
of the landfill site). 


A contigent liability is disclosed unless the possibility of an outflow of resources embodying economic benefits 
is removed. A contingent asset is disclosed where an Inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of 
the provision where there is sufficient objective evidence that they will occur. Gains from the expected 
disposal of assets are not taken into account in measuring a provision. Provisions are not recognised 
for future operating losses. The present obligation under an onerous contract is recognised and mesured 
as a provision. 

7. LEASES 

7.1 Municipality as lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the municipality. Property, plant and equipment or 
intangible assets subject to finance lease agreements are initially recognised at the lower of the 
asset's fair value and the present value of the minimum lease payments. The corresponding 
liabilities are initially recognised at the inception of the lease and are measured as the sum of the 
minimum lease payments due in terms of the lease agreement, discounted for the effect of 
interest. In discounting the lease payments, the municipality uses the interest rate that exactly 
discounts the lease payments and unguaranteed residual value to the fair value of the asset plus 
any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant, equipment or intangibles. The lease liability 
is reduced by the payments which are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when 
incurred. The accounting policies relating to derecognition of financial instruments are applied to 
lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 

Operating leases are accrued and accounted for on a straight-line basis over the term of the 
relevant lease, this on the basis of the cash flows in the lease agreement. The principle of 
smoothing the current and future lease payments has not been applied. Notwithstanding the 
exemptions on the recognition of operating lease agreements, the municipality has early 
adopted IAS 17 (AC 105). 


7.2 Municipality as lessor 

Rental income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 
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8. CONDITIONAL GRANTS AND RECEIPTS 

Revenue from conditional grants, donations and funding are recognised as revenue to the extent 
that the municipality has complied \A/ith any of the criteria, conditions or obligations embodied in 
the agreement. To the extent that the criteria, conditions or obligations have not been met a 

9. REVENUE 

9.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight line basis over the term of the 
lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service 
is rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is 
passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the 
principal) is limited to the amount of any fee or commission payable to the municipality as compensation for 
executing the agreed services. 


9.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the related receipt or receivable qualifies for 
recognition as an asset and there is no liability to repay the amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection 
charges are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is 
recognised on a time proportionate basis. 

Fines constitute both spot fines and summons. Revenue from spot fines and summons is recognised 
when payment is received, together with an estimate of spot fines and summons that will be received based 
on past experience of amounts collected. 
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9.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS (Continued) 

Revenue from public contributions and donations is recognised \A/hen all the conditions associated \A/ith the 
contribution have been met or \A/here the contribution is to finance property, plant and equipment, when such 
items of property, plant and equipment qualifies for recognition and first becomes available for use by the 
municipality. Where public contributions have been received but the municipality has not met the related 
conditions, a deferred income (liability) is recognised. 

Contributed propety, plant and equipment is recognised when such items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Act (Act No. 56 of 2003) and is recognised when 
the recovery thereof from the responsible coincillors or officials is virtually certain. 


10. GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received are recognised when the resources that have been transferred meet 
the criteria for recognition as an asset. A corresponding liablity is raised to the extent that the grant, transfer 
or donation is conditional. The liability is transferred to revenue as and when the conditions attached to the 
grant are met. Grants without any conditions attached are recognised as revenue when the asset is 
recognised. 

11. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of governement, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in terms 
of the Municipal Finance management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance. 

12. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act 
No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers Act 
(Act No. 20 of 1998) or is in contravention of the Municipality's supply chain management 
policy. Irregular expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

13. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wastefull expenditure is accounted for 
as expenditure in the Statement of Financial Performance and where recovered, it is subsequentiy 
accounted for as revenue in the Statement of Financial Performance. 
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14. BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets 
are capitalised to the cost of that asset unless it is inappropraite to do so. The municipality ceases the 
capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended use or 
sale are complete. It is considered inappropriate to capitalise borrowing costs where the link between the 
funds borrowed and the capital asset acquired cannot be adequately established. Borrowing costs incurred 
other than on qualifying assets are recognised as an expense in surplus or deficit when incurred. 

15. RETIREMENT BENEFITS 

The municipality operates a defined contribution plan in the form of a provident fund scheme covering employees. 
The assets of the scheme are held separately from those of the municipality and are administered by the scheme’s 
trustees. Contributions to the defined contribution retirement benefit plan are recognized as an expense when 
employees have rendered service entitling them to contributions. 

16 CONSTRUCTION CONTRACTS AND RECEIVABLES 

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised 
by reference to the stage of completion of the contract activity at the reporting date, as measured by [the proportion 
that contract costs incurred for work performed to date bear to the estimated total contract costs OR surveys of work 
done OR completion of a physical proportion of the contract work]. 

Variations in contract work, claims and incentive payments are included to the extent that they have been agreed with 
the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the 
extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in 
which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an 
expense immediately. 

17 IMPAIRMENT OF ASSETS 


The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If 
any such indication exists, the municpality estimates the recoverable service amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual 
asset. If it is not possible to estimate the recoverable service amount of the individual asset, the recoverable service 
amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell 
and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount. That reduction is an impairment loss. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable 
service amounts of those assets are estimated. 
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18 

Related party transactions 

Port St Johns Municipality treats all the transactions between Port St Johns Municipality and Port St Johns 
Development Agency as related party transactions. Details have been disclosed under notes to the financial 
statements. 


19 

EVENTS AFTER THE REPORTING DATE 

The municipality considers events that occur after the reporting date for inclusion in the 
financial statements. Events that occur after the reporting date (30 June 2011) and the date on 
which the audit of the financial statements is completed (30 November 2011) are considered 
for inclusion in the annual financial statements. 
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PORT ST JOHNS MUNICIPALITY 

2011 

2010 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 

R 

R 


1 NON-CURRENT PROVISIONS 

Provision for rehabilitation of landfill sites 

Total Non-Current Provisions 


The provision for rehabilitation of landfill sites relates to the legal obligation to rehabilitate landfill sites used for waste disposal. It is calculated as 
the present value of the future obligation, discounted at 4.2 over an average period of 10 years. 

The movement in the non-current provision is reconciled as follows: - 

Provision for rehabilitation of landfill sites 
Balance at the beginning of year 
Contributions to provision 
Expenditure incurred 
Decrease in provision due to discounting 
Transfer to current provisions 
Balance at the end of year 


2 CURRENT PROVISIONS 

Current portion of long-service provision (see note 1) 


124 506 

27 592 124 506 


152 097 124 506 


The movement in current provisions is as follows: 


Transfer from non-current 
Balance at the beginning of the year 
Contributions to provision 
Expenditure incurred 
Balance at the end of the year 


With regards to the provision for Landfill sites: It is stated in the Department of water affairs and Forestry "Minimum Requirements for Waste 
Disposal by Landfill"Second Edition 1998, Chapter 2.3.4, that "all landfills except those closed prior to August 1990 when the permitting system 
came into effect, must be permitted before they can be considered closed. Closure will involve, inter alia, the application of final cover, top- 
soiling, vegetation, drainage maintenance and leachate management. " Rehabilitation costs in respect of geohydrological monitoring is 
anticipated to be a recurring cost for the next 20 years. The fututre value of the rehabilitation of landfill sites obligation was calculated by inflatint 
the non-current rehabilitation cost to an estimated future cost which was then discounted to present value. 

Assumption used; 

Interest rate used is the weighted average cost of capital of 8.0% (2009/10: 9.6%) based on the Risk Free Model (I. e. treasury/government 
bonds - R154) 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS R R 

For the year ended 30 June 2011 


3 Trade and other Payables 


Trade creditors and accruals 

40 164 112 

5 460 576 

Payroll creditors 

5 202 412 

9 281 363 

Provision for Leave Pay 

739 588 

662 333 

Provision for Bonuses (13th cheque) 

396 826 

391 474 

Short term loan 

1 929 022.97 

3 100 000 

Retention Monies 

551 995 

402 941 

Deposits 

60 500 

20 199 

Payables fair value adjustment 

348 670 

(844 350) 

Balance at the end of the year 

49 393 127 

18 474 535 


4 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Municipal Finance Management Grant 
MSIG Grant 
MIG Grant 
MSP Grant 

Department of Transport Intervention 3 137 541 3 471 059 

3 137 541 3 471 059 


See note 15 for reconciliation of grants from other spheres 
of government. 
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5 PROPERTY, PLANT AND EQUIPMENT 

At 30 June 2011 

5.1 Reconciliation of Carrying Value 


Description 

Land and 
buildings 

Infrastructure 

Community 

assets 

Other assets 

Total 


R 

R 

R 

R 

R 

Carrying values at 1 July 2010 

28 212 938 

257 727 705 

11 354 130 

3 061 675 

300 356 448 

Cost 

28 472 939 

281 378 865 

11 782 609 

4 436 224 

326 070 636 

Correction of error 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

Accumulated depreciation: 

260 001 

23 651 160 

428 479 

1 374 549 

25 714 188 

Cost 

260 001 

23 651 160 

428 479 

1 374 549 

25 714 188 

- Correction of error 






Revaluation 

- 

- 

- 

- 

- 

Current year movement 

31 587 981 

(23 254 039) 

860 059 

9 094 378 

18 288 380 

Capital under construction 

- 

- 

- 

- 

- 

Increases/decreases in revaluation 

- 

- 

- 

- 

- 

Depreciation: 

(232 243) 

24 598 808 

413 090 

1 094 285 

25 873 941 

based on cost 

130 185 

24 598 808 

475 927 

1 094 285 

26 299 206 

based on revaluation 

(362 428) 


(62 837) 

- 

(425 265) 

Carrying value of disposals: 

- 

- 

- 

- 

- 

Cost/revaluation 

- 

- 

- 

- 

- 

Accumulated depreciation 

- 

- 

- 

- 

- 

Impairment loss 

- 

- 

- 

- 

- 

Cost/revaluation 

- 

- 

- 

- 

- 

Accumulated depreciation 

- 

- 

- 

- 

- 

Other movements 





- 

Carrying values at 30 June 2011 

59 800 919 

234 473 667 

12 214 189 

12 156 053 

318 644 828 

Cost 

59 933 506 

282 618 806 

13 055 758 

14 624 895 

370 232 966 

Revaluation 

- 

- 

- 

- 

- 

Accumulated depreciation: 

(132 586) 

(48 145 140) 

(841 569) 

(2 468 842) 

(51 588 137) 

Cost 

(132 586) 

(48 145 140) 

(841 569) 

(2 468 842) 

(51 588 137) 

Revaluation 

- 

- 

- 

- 

- 
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Total Municipal 
Properties 


3 

Transfer from Property, Plant and Equipment 14 023 003 


Closing balance 14 023 003 3 


The three municipal properties representing investment 
properties are in accordance with the accounting policy 
carried at nominal value. 


6.1 Reconciliation of Carrying Value 


Description 

Investment 

Property 

Total 

Carrying values at 1 July 2010 

34 050 417 

34 050 417 

Cost 

34 293 500 

34 293 500 

Correction of error 

- 

- 

Revaluation 

- 

- 

Accumulated depreciation: 

243 083 

243 083 

Cost 

243 083 

243 083 

- Correction of error 

Revaluation 



Acquisitions 

_ 

_ 

Capital under construction 

- 

- 

Increases/decreases in revaluation 

- 

- 

Depreciation: 

(243 083) 

(243 083) 

based on cost 

121 296 

121 296 

based on revaluation 

(364 379) 

(364 379) 

Carrying value of disposals: 

- 

- 

Cost/revaluation 

- 

- 

Accumulated depreciation 

- 

- 

Impairment loss 

- 

- 

Cost/revaluation 

. 

. 

Accumulated depreciation 

- 

- 

Reclassication 

(20 027 414) 

(20 027 414) 

Carrying values at 30 June 2011 

14 023 003 

14 023 003 

Cost 

14 023 003 

14 023 003 

Revaluation 

- 

- 

Accumulated depreciation: 

-243 083 

-243 083.28 

Cost 

121 296 

121 296 

Revaluation 

(364 379) 

(364 379) 


7 INVENTORY 

Consumable stores at cost 244 030 115 135 

244 030 115 135 
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PORT ST JOHNS MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 


8. CONSUMER DEBTORS 


As at 30 June 2011 

Service debtors 
Rates 
Refuse 

Property lease 


Gross Provision for 

balance bad debts 


10 338 705 6 759 129 

2 855 591 2 484 364 

1 431 911 1 431 911 

14 626 207 10 675 404 


Rates: Ageing 

Current 
0 - 30 days 
31 - 60 days 
61 - 90 days 
91 -120 days 
Total 

Refuse: Ageing 

Current 
0 - 30 days 
31 - 60 days 
61 - 90 days 
91 -120 days 
Total 


Provision for 
impairment 


Net 

balances 


911 779 2 667 797 
259 411 111 816 


1 171 190 

2 779 613 

2011 

2010 

262 788 

(189 056) 

777 814 

249 197 

92 983 

370 995 

189 787 

1 857 407 

9 015 334 

7 706 809 

10 338 706 

9 995 352 


(26 682) 

294 829 

251 999 

118 618 

203 174 

146 037 

122 924 

48 017 

2 304 176 

2 005 019 

2 855 591 

2 612 519 
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2011 

R 


2010 

R 


8. CONSUMER DEBTORS (Cont.) 

Property Lease: Ageing 

Current 
0 - 30 days 
31 - 60 days 
61 - 90 days 
91 -120 days 
Total 

Grand-total consumer debtors 


Councillors and staff owing 90 days and above: 

Lawrence E 
Mtakati MW 
Qikani J.T 


9 VAT 

Vat receivable 


-174 272 


679 

340 


1 606 182 

1 275 271 

1 431 910 

1 276 290 

14 626 207 

13 884 162 


Rates 

Refuse 

Total 

293 

68 

361 

7 481 

6 578 

14 059 

14 978 

7 633 

22 611 

22 752 

14 279 

37 031 


10 409 612 7 305 373 


VAT is payable on a receipt basis. Only once payment is 
received from debtors is VAT paid over to SARS. 
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2011 

R 


2010 

R 


10 CALL INVESTMENT DEPOSITS 
Financial instruments 


Standard Bank Revolving Fund 8 766 

ABSA Call Account 1 432 

ABSA 32 Day Notice 2 123 

MIG Cheque Account 98 

Investment call accounts 12 419 


11 BANK, CASH AND OVERDRAFT BALANCES 
The Municipality has the following bank accounts: 
11.1 Current Account (Primary Bank Account) 


Meeg Bank - Port St Johns Branch - Account Number 
Account Number 4052439958 

Cash book balance at the beginning of the period - overdrawn (25 116) 

Current year movement 365 113 

Cash book balance at the end of the period 339 997 


Bank statement balance at the end of the period 352 173 


11.2 Current Account 


Standard Bank - Lusikisiki - Account Number 280790007 

Cash book balance at the beginning of the period 

Cash book balance at the end of the period 


8 635 


469 

9 104 


(1 473 008) 
1 447 892 

(25 116) 


(25 116) 


199 743 


PAGE 66 





PORT ST JOHNS MUNICIPALITY 

2011 

2010 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 

R 

R 

11 

BANK, CASH AND OVERDRAFT BALANCES (Cont.) 



11.3 

Petty cash balance 

36 

24 


Bank and cash balance 

340 033 

24 

12 

PROPERTY RATES 




Actual 




Residential 

1 088 128 

473 477 


Commercial 

1 866 285 

938 165 


State 

2 349 500 

1 702 122 


Total assessment rates 

5 303 913 

3 113 764 


Fair value Adjustment 

-347 038 

0.00 


Net Realisable Value 

4 956 875 

3 113 764 


Property valuations 




Residential 

100 409 650 

267 588 450 


Commercial 

207 380 000 

148 195 500 


State 

157 055 000 

69 060 500 


Municipal 

110 352 100 

38 443 800 


Farms 

23 733 500 

47 170 000 


Churches 

5 109 000 

9 809 000 


Vacant plots 

28 550 000 

52 322 000 


Total property valuations 

632 589 250 

632 589 250 


Valuations on land and buildings are performed every four years. 

The last valuation came into 



effect on 01 July 2009. The interim valuations are processed annually to take into account the 
individual property values due to alterations. The general rate of Icent in a rand is applied to 
determine the assessment rates, rebates of 30% are granted to state properties. Rates are 



levied on annual bases on property owners. 



13 

SERVICE CHARGES 




Refuse removal 

428 238 

509 407 


Fair value adjustment 

-97 581 



Net realisable value 

330 657 

509 407 




PAGE 67 




PORT ST JOHNS MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 


2011 

R 


2010 

R 


14 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 
LG Seta 

Municipal Suppport Programme - Various 
Municipal Finance Managent Grant 
IDP Development Grant 
MIG Grant 
MSIG Grant 

Department of Transport Special Grant 
LED Project Grant 
EPWP 

Independent Electoral Commission Grant 
Department of Transport Sidewalk grant 

Total government grants and subsidies 

14.1 Equitable share 

In terms of the Constitution, this grant is used to subsidise the 
provision of basic services to indigent community members. 
As part of this service, the municipality provides free basic 
electricity through a formalised mechanism through Eskom. 

14.2 Municipal Support Programme - Various 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


14.3 Municipal Finance Management Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

14.4 IDP Development - Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


2 000 000 
(2 000 000) 


847 497 
(847 497) 


44 714 355 

847 497 
2 000 000 

10 761 963 
750 000 
11 134 592 
110 000 
656 000 
1 364 000 
1 043 513 
73 381 919 


36 583 109 
44 854 
2 306 503 
1 750 000 
110 000 
20 631 037 
1 065 335 
11 745 452 


74 236 290 


3 155 599 
(2 308 102) 

847 497 


1 750 000 
(1 750 000) 


110 000 
(110 000) 
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2011 

R 


2010 

R 


14 GOVERNMENT GRANTS AND SUBSIDIES (continued) 
14.5 MIG Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

This is an infrastructure support grant. Conditions has been 
met are that the municipality will reconcil the admin portion 


14.6 MSIG Grant 

Balance unspent at the beginning of tbe year 

Transfer from accum surplus 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

This is a systems development / capacity building grant 
intended to support the municipality as a whole. 


14.7 Provincial Department of Transport Special Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

14.8 Department of Transport Sidewalk grant 

Balance unspent at the beginning of tbe year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


2 621 963 

3 000 000 

8 140 000 

20 253 000 

(10 761 963) 

(20 631 037) 

- 

2 621 963 


- 

115 325 

- 

215 010 

750 000 

735 000 

(750 000) 

(1 065 335) 

- 

- 


13 315 645 

11 745 452 

(11 134 592) 

(11 745 452) 

2 181 053 

- 

2 000 000 


-1 043 513 


956 487.25 
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R 

For the year ended 30 June 2011 



14 

GOVERNMENT GRANTS AND SUBSIDIES (continued) 



14.9 

Independent Electoral Commission Grant 




Balance unspent at the beginning of the year 

- 

- 


Current year receipts 

1 364 000 

- 


Conditions met - transferred to revenue 

-1 364 000 

- 


Conditions still to be met - transferred to liabilities 

■ 

■ 

14.10 

LED Programmes Grant 




Balance unspent at the beginning of the year 

- 

- 


Current year receipts 

110 000 

- 


Conditions met - transferred to revenue 

-110 000 

- 


Conditions still to be met - transferred to liabilities 

- 

- 

14.11 

LG Seta Grant 




Balance unspent at the beginning of the year 


- 


Current year receipts 


44 854 


Conditions met - transferred to revenue 


(44 854) 


Conditions still to be met - transferred to liabilities 

- 

- 

14.12 

EPWP 




Balance unspent at the beginning of the year 




Current year receipts 

656 000 

- 


Conditions met - transferred to revenue 

-656 000 

- 


Conditions still to be met - transferred to liabilities 

- 


15 

Other Income 




Greenest town award 

300 000 

100 000 


Claims received 

15 772 

74 338 


Plan fees and tender Documents 

18 699 

26 874 


Sundry Income 

67 843 

54 865 



402 314 

256 077 
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16 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and wages 
Employee related costs - Contributions for UIF, 
Provident Fund, Medical Aids and SDL 
Provision for Leave Pay 
Provision for Bonus 

Total employee related costs 


Remuneration of the Municipal Manager 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and related items 


Remuneration of the Chief Finance Officer 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and related items 


Remuneration of the Manager - Corporate Services 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and related items 


Remuneration of the Engineering Manager 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and realted items 


Remuneration of the Local Economic Development Manager 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and realted items 


Remuneration of the Community Services Manager 

Annual remuneration 
Car allowance 
Other allowances 

Contribution to UIF and realted items 


16 495 312 

16 784 941 

798 239 

126 918 

5 821 831 

3 303 686 

77 255 

662 333 

5 352 

391 474 

23 197 988 

21 269 352 


596 378 

547 773 

172 287 

152 904 

87 551 

80 701 

1 806 

17 968 

858 021 

839 996 


509 411 

396 915 

169 666 

191 256 

43 321 

67 542 

1 806 

4 631 

724 204 

677 663 


509 411 

467 701 

169 666 

150 578 

43 321 

41327 

1 806 

4 631 

724 204 

735 604 


509 411 

467 701 

169 666 

150 578 

43 321 

39 647 

1 806 

4 631 

724 204 

675 217 


509 411 

467 701 

169 666 

150 578 

43 321 

40 967 

1 806 

4 631 

724 204 

681 097 


127 353 

467 699 

42 417 

150 578 

10 830 

39 166 

451 

4 631 

181 051 

663 784 
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PORT ST JOHNS MUNICIPALITY 2011 2010 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS R R 

For the year ended 30 June 2011 


17 REMUNERATION OF COUNCILLORS 


Mayor 

545 665 

504 602 

Speaker 

438 591 

418 090 

Chief Whip 

420 120 


Exco members 

1 375 207 

1 338 129 

Councillors 

3 786 571 

3 943 495 


Total councillors' remuneration 6 566 154 6 204 316 


18 INTEREST PAID 


Interest on accounts payable 
Bank overdraft 
Outstanding payments 

Total interest on external borrowings 


348 670 

58 469 50 988 

339 502 ^ 

746 641 50 988 
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PORT ST JOHNS MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 

2011 

R 

2010 

R 

19 CASH GENERATED BY OPERATIONS 



Surplus for the period 

(17 729 002) 

(526 413) 

Adjustment for: 



Loss / (gain) on disposal of property, plant and equipment 

- 

540 187 

Change in accounting policy 

- 

780 703 

Correction of error 

- 

(377 430) 

Fair value adjustments 

444 619 


Depreciation 

26 420 503 

25 957 272 

Adjustment of employee costs 

- 

(31 040) 

Interest earned 

(2 687 302) 

(933 617) 

Interest paid 

746 641 

50 988 

bad debts 

2 037 


Operating surplus / (deficit) before working capitai 



changes: 

7 197 497 

25 460 650 

(lncrease)/decrease in inventories 

(128 895) 

38 999 

(lncrease)/decrease in consumer debtors 

(1 150 927) 

-1 554 687 

Decrease / (increase) in other debtors 

- 

- 

lncrease/( decrease) in unspent conditional grants and receipts 

(333 518) 

355 734 

lncrease/(decrease) in creditors 

30 918 591 

771 957 

Decrease / (increase) in provisions 

274 537 


Increase in VAT refundable 

(3 104 239) 

(2 124 780) 

Decrease in current portion of long-term receivables 



(Decrease) / Increase in current portion of long-term liabilities 



Cash generated by / (utilised in) operations 

33 673 046 

22 947 873 
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PORT ST JOHNS MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 


2011 

R 


2010 

R 


20 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the cash flow 
statement comprise the following statement of amounts 
indicating financial position: 


Bank balances and cash 

339 997 

24 

Call investment deposits 

12 419 

9 104 

Credit card 

(24 134) 

(53 057) 

Total cash and cash equivalents 

21 UNAUTHORISED, IRREGULAR, FRUITLESS AND 

WASTEFUL EXPENDITURE DISALLOWED 

21.1 Fruitless and wasteful expenditure 

The Municipality has failed to make its statutory payments 

to the South African Receiver of Revenue and other Creditors and thus resulting in 
Penalties and interest on the Municipality. 

328 282 

(43 928) 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

1 513 727 

867 073 

Fruitless and wasteful expenditure current year 

866 063 

646 654 

Approved by Council or condoned 

- 

- 

Transfer to receivables for recovery 

- 

- 

Fruitless and wastefull expenditure awaiting authorisation 

2 379 790 

1 513 727 



Incident 

Disciplinary steps / 
criminal proceedings 



The municipality has been facing financial difficulties for the 
last few years. As a result, defaulting on payment terms has 
been un-avoidable. 

However the municipality has taken some steps to meet its obligation. 

An arrangement has been made with BARS whereby all the 
municipality's VAT refunds will be set off against PAYE. 

None. 



As at 30 June 2011 an amount of R 1 774 874.07 of VAT 
refunds has been set off against PAYE debt and there are still other 

VAT refunds to be netted off against PAYE that are still to be 
finalise for Audit by BARS. 



21.2 

Unauthorised expenditure 

3 137 542 



The Municipality has failed to seek council approval of an amount 
that has been overspent on the budget.These were a results at year 

5 635 287 



end when comparing the budgeted operating expenditure to the actual 

8 772 829 

- 

21.3 

Deviations with SCM 




Bupply Chain Management deviations rectified by the Accounting Officer as a 

799 336 



result of devistions with 36(1) of the BCM Regulations 

799 336 

- 
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PORT ST JOHNS MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

For the year ended 30 June 2011 


2011 

R 


2010 

R 


21.3 Irregular Expenditure 


Opening balance 

194 895 

- 

Add: Irregular Expenditure - current year 

Less: Amounts written off by Council 

5 618 989 

- 

Less: Amounts condoned 

- 

- 

Less: Amounts recoverable (not condoned) 

- 

- 

Less: Amounts not recoverable (not condoned) 

- 

- 

Irregular Expenditure awaiting condonation 

5 813 884 

194 895.00 

Analysis of expenditure awaiting condonation per age classification 



Current year 

5 618 989 

- 

Prior years 

194 895 

- 

Total 

5 813 884 

- 


Details of Irregular Expenditure - Current year 


Incident 

Disciplinary steps 

takenfcriminal 

proceedings 

Amount 

Amount 

Non-compliance with SCM regulations bynot advertising quotations 
greater than R30 000 but less than R200 000 

Non-compliance with SCM regulations by not obtaining the required 3 
quotations 

Salaries paid in excess of the SALGA approved % increase 

None 

644 277 

1 528 660 

3 446 052 

- 



5 618 989 

- 





1 Details of Irregular Expenditure - written off by Counci I 


Incident 


Amount 

Amount 

Salaries paid in excess of the SALGA approved % increase 


3 446 052 




3 446 052 

- 





1 Details of Irregular Expenditure recoverable (not condoned' 


Amount 

AmountI 

Non-compliance with SCM regulations bynot advertising quotations 
greater than R30 000 but less than R200 000 

Non-compliance with SCM regulations by not obtaining the required 3 
quotations 


644 277 

1 528 660 

- 



2 172 937 

- 





Details of Irregular Expenditure not recoverable (not condoned) 


Incident 


Amount 
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PORT ST JOHNS MUNICIPALITY 

2011 

2010 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

R 

R 

For the year ended 30 June 2011 



22 

ADDITIONAL DISCLOSURES IN TERMS OF 




MUNICIPAL FINANCE MANAGEMENT ACT 



22.1 

Contributions to organised local government 




Opening balance 

473 526 

- 


Council subscriptions 

- 

- 


Amount paid - current year 

- 

- 


Amount paid - previous years 

- 

- 


Balance unpaid (included in creditors) 

473 526 

- 


* The 2008/09 amount of R83, 000 was billed in April 2008 




hence part of creditors at year end. 



22.2 

Audit fees 




Opening balance 

2 899 878 

1 763 491 


Current year audit fee 

2 316 524 

1 136 387 


Amount paid - current year 

-1 500 000 

- 


Amount paid - previous years 

-987 031 

- 


Balance unpaid (included in creditors) 

2 729 371 

2 899 878 

22.3 

VAT 




VAT input receivables are shown in note 9. 



22.4 

PAYE and UIF 




Opening balance 

6 583 130 

6 622 715 


Current year payroll deductions 

3 482 209 

3 078 024 


Amount paid - current year 

- 

-996 671 


Amount paid - previous years 

-750 000 

-2 440 792 


Adjustments 

- 

319 854 


Balance unpaid (included in creditors) 

9 315 339 

6 583 130 

22.5 

CAPITAL COMMITMENTS 




Approved and Contracted for 




Infrastructure 

9 469 368 

13 041 940 


Approved but not yet contracted 




Infrastructure 

10 784 632 

3 764 000 


Unspent Provincial Department of Transport Special Grant 

2 181 053 

0 


Unspent Department of Transport Sidewalk grant 

956 487 

0 


Total 

23 391 540 

16 805 940 


This expenditure will be financed from: 




Government Grants 

20 254 000 

16 805 940 
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2011 

R 


2010 

R 


22 ADDITIONAL DISCLOSURES IN TERMS OF 
MUNICIPAL FINANCE MANAGEMENT ACT 


22.6 OPERATING LEASES 

At the reporting date the municipality has outstanding commitments 
under operating leases which fall due as follows: 

Operating leases - lessee 

Within one year 82 033 

In the second to third year inclusive 164 066 

After five years 

Total 246 099 


Operating leases consists of the following: 

Operating lease payments represents 

rentals payable by the municipality for various units of 

office equipment . Leases for office equipment are 

negotiated for an average term of 3 years and the rental payable is 

generally fixed. 


Operating leases - lessor 
Minimum lease payments due 

Within one year 84 000 

In the second to fifth year inclusive 
After five years 

Total 84 000 


Operating Leases consists of the following: 

The Municipality's investment property is primarily held to generate rental income. Lease agreements 
are renewed and are renewable on an annual basis. 


791 373 


791 373 


265 080 


265 080 
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22 ADDITIONAL DISCLOSURES IN TERMS OF 

MUNICIPAL FINANCE MANAGEMENT ACT (continued) 

22.7 Pension and Medical Aid Deductions 


Opening balance 

2 172 171 

821 121 

Current year payroll deductions and council contributions 

5 756 928 

5 184 089 

Amount paid - current year 

(4 726 968) 

(2 953 784) 

Amount paid - previous years 

(1 866 877) 

(879 255) 

Interest on arrears 

(339 502) 


Balance unpaid (included in creditors) 

995 752 

2 172 171 


23 RETIREMENT BENEFIT INFORMATION 


The municipality has a retirement contribution plan to which 
all qualifying employees belong. 
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2011 

R 

2010 

R 

24 GENERAL EXPENSES 

Advertising 

265 217 

83 699 

Audit Commitee fees 

71 551 

63 062 

Audit Fees 

1 335 155 

1 139 399 

Bank Charges 

51 952 

70 106 

Books & Pubiications 

3 797 

211 076 

Bursary 

2 200 

75 869 

Capitai Projects 

100 931 

0 

Casuai wages 

392 905 

206 119 

Catering 

14 235 

46 105 

Cieaning Materiai 

78 511 

31 165 

Community Participation & Roadshows 

572 751 

1 324 973 

Computers 

11 658 

109 269 

Computers & accessories 

30 243 

830 800 

Conference Fees 

6 816 

898 855 

Consuitants & Proffesional Fees 

1 290 085 

682 818 

Consumabies & Beverages 

96 369 

373 618 

Discount aliowed :rates 

1 257 944 

0 

Discount aliowed Refuse 

271 327.09 

8 985 602 

Electricity 

70 592 

541 543 

Electricity & Water 

937 366.29 

0 

Electricity FBE 

623 509 

3 533 

Empioyee Weifare 

14 717.00 

44 641 

Equipment 

2 934.67 

0 

Fire Extinguishers 

8 719 

31402 

FMG-GRANT EXPENDiTURE 

509 589 

247 374 

Fuei & Oii 

1 010 408 

1 592 719 

Grant - Provincial Dept Of transp expend! 

0 

25 577 

Grant NT- MSIG EXPENDiTURE 

195 600 

1 818 239 

Hire - Externa! Transport 

3 947 

57 808 

Hire Charges - Office Equipment 

73 627 

3 805 

Hire Charges - Vehicie 

166 359 

447 748 

insurance - Genera! 

412 793 

14 494 

Kitchenware 

214 

671 

LED Programmes 

22 068 394 

283 062 

Lega! Fees 

852 070.61 

98 572 

Levy - SALGA 

366 131 

85 457 

Licence Fees 

124 940 

95 816 

Materia! & Stores - Cieaning Materiais 

943 

362 300 

Mayor Discretionary Fund 

23 550 

154 298 

Meais & Entertainment 

11 712 

1 211 204 

Meais and Entertainment 

261 638.85 

253 722 

Membership Fees 

16 529 

61 630 

MSP grant Expendture 

1 599 154.9 

989 845 

Pensioners Rebates 

1 635.00 

141 411 

Postage & Courier Costs 

52 

146 301 

Printing & Stationary 

233 740 

85 854 

Protective Clothing 

6 624 

23 059 

Provision for landfii! site rehab 

27 591.74 

- 
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Public Participation Costs 

1 745.00 

- 

Public Participation Costs :Elections 

157 894.74 

- 

Publications & marketing material 

0.19 

- 

Refuse Bags & Bins 

34 813.54 

- 

Rent - Equipment 

216 907.40 

- 

Salaries Mangroove 

143 000.00 

- 

Security Cost 

2 146 337.00 

- 

Social Responsibility Programmes 

171 454.63 

- 

Subsistence Allowance 

153 756.09 

- 

Subsistence c& Travel 

1 387 354.13 

- 

Subsistence c& Travelling Allowances 

59 358.00 

- 

Telephone 

1 087 381.37 

- 

Travelling allowance 

1 150.00 

- 

Workman's Compensation 

39 321.26 

- 


41 079 201 

23 954 619 
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2011 

R 


2010 

R 


25 CORRECTION OF ERROR 


During the year ended 30 June 2010, PPE and other creditors were incorrectly 
recognised: - 

The comparative amount has been restated as follows: 


PPE 

Current receivables incorrectly recognised 

Revision of prior year provisions on debtors 

Accruals were overstated due to lack of monthly reconcilliation 

Net effect on Statement of Financial Position 

Net effect on Accumulated surplus opening balance 


26 PRIOR YEAR ADJUSTMENTS 

The following adjustments were made to amounts previously reported in the 
annual financial statements of theMunicipality arising from the full compliance 
of GRAP Standards. Details of which are as follows: 


Property, Plant and Equipment, Intangible Assets and Investment Properties: 

During the year the municipality started measuring its Property, plant and 
equipment and Investment Properties so as to comply more fully with 
GRAP 17 - Property, Plant and Equipment. The useful lives of assets were 
reviewed and fair valued . Depreciation is calculated for the first time using 
the straight line method. 

The comparative statements for the 2010 year have been restated to conform 
to the applied standard. The effects of the changes are detailed below: 

Investment Properties 
Balance previously reported - 
Restated balance 

Depreciation adjustment - 2009/10 - 


Property,Plant, & Equipment 
Balance previously reported - 
Restated balance 

Depreciation adjustment - 2009/10 - 


Accumulated Surplus 
Balance previously reported 
derecognising infrastructure assets 
Opening Depreciation 
Depreciation on valuation 
Current year Fair value amounts 
Opening cost assets 


17 884 628 
1 136 267 
(1 700 978) 
(1 174 679) 
16 145 239 


16 145 239 


3 

14 023 003 


14 023 003 


51 388 812 
360 364 136 
25 957 272 
283 018 053 


(35 678 433) 
66 050 731 
25 957 279 
789 644 
(601 291) 
(363 335 159) 
(306 817 229) 
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27 RELATED PARTIES 

Port St Johns Development Agency (section 21 company registration 
no. 1999/009129/08 ) 

The PSJD has advanced the Municipality with an amount of 
R 2,280 000 during the current financial year. 

At 30 June 2011 an amount of R2 280 000 is still outstanding 


28 RISK MANAGEMENT 

Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits 
cash with major banks with high quality credit standing and limits exposure to any counter-party. No credit 
rating is done on trade receivables, however an assessement is done on customers for affordability through 
indigent registration process. No major financial assets are exposed to credit risk at year end except for 
investment account 4062227478 Meeg Bank and 388554193 STD Bank. 


29.1 Liquidity risk 

The municipality's risk to liquidity is a result of funds availability to cover future commitments. At present we do 
not have any finance lease obligations or long term borrowings.The commitments we have are trade and other 
payables which are managed through an ongoing review process. 
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For the year ended 30 June 2011 


Sensitivity Analysis of Market risk 


discounted 

Present value at year value at current 

Effect of a 1% change in the prime rate % end rate 

Trade and other receivabies 11 1446 588 1 171 190 

NB: the management of PSJ Municipaiiity is of the opinion that it is not necessary to discount the outstanding lease rentais 
because the whole amount Is being impaired(fair vaiuing the debtors based on coiiectibiiity %) 

Trade and other payabies 11 49 393 127 49 393 127 

29.2 Interest rate risk 

The municipality has no significant interest bearing assets. 

The municipality's income and operating cashflows are independent 
of changes in market interest rates. 


30 Going concern 

The annual financial statements have been prepared on the basis 
of accounting policies applicable to a going concern. This presumes 
that funds will be available to finance future operations and that the 
realisation of assets and settlement of liabilities, contigent 
obligations and commitments will occur in the ordinary course of 
business 

The ability of the Municipality to continue as a going is dependant 
on a number of factors. The most significant of these is that the 
Accounting Officer continue to procure funding for the ongoing 
operations of the Municipality. 

However the municipality is facing financial constraints. This is 
evident that the majority of our creditors are more than 90 days 
overdue. 

31 EVENTS AFTER THE REPORTING DATE 

There are no events subsequent to the reporting date that require 
reporting. 


32 COMPARISON WITH THE BUDGET 

The comparison of the Municipality's actual financial performance 
performance with that budgeted is set out in Appendix E(l). 

2011 2010 

33 CONTIGENT LIABILITIES 

Port St Johns Local Municipality is a defentant in a litigation by two 
service providers of which the outcome of the case cannot be realiable 
estimated as at 30 June 2011. 


Estimated financial exposure 10 000 000 
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4.2 Budget to actual comparison 


REVENUE 


2011 

2011 

2011 

2011 


Actual 

Budget 

Variance 

Variance % 



Property rates 

4 956 875 

3 353 587 

-1 603 288 

-48% 

Service charges - refuse 

330 657 

415 630 

84 973 

20% 

Rental of facilities 

333 509 

274 957 

-58 552 

-21% 

Interest earned on external invest 

2 687 302 - 


-2 687 302 

100% 

Fines 

22 800 

25 542 

2 742 

11% 

Licences and permits 

14 148 

56 677 

42 529 

75% 

Government grants and subsidies 

73 381919 

67 936 200 

-5 445 719 

-8% 

Other income 

402 314 

262 616 

-139 698 

-53% 


Total Revenue 

82 129 524 

72 325 209 

-9 804 315 

■14% 

EXPENDITURE 





Executive and Council 

9 392 184 

8 382 628 

-1009 556 

-12% 

Accounting Officer 

4 313 718 

3 808 165 

-505 553 

-13% 

Corporate Services 

10 050 741 

8 680 185 

-1 370 556 

-16% 

Budget and Treasury 

9 524 495 

6 773 712 

-2 750 783 

-41% 

Local Economic Development 

3 922 033 

3 481 834 

-440 199 

-13% 

Engineering and planning 

36 369 486 

33 007 413 

-3 362 084 

-10% 

Community and Social services 

8 442 915 

8 191 272 

-251 643 

-3% 

Total Expenditure 

82 015 572 

72 325 209 

-9 690 375 

-13% 


NET SURPLUS FOR THE YEAR 

113 952 

0 

-113 941 

■100% 


4.3 Grants and transfers' spending 


Grant Details 

Actual Received Q1 

Actual Spent 

Actual Received Q2 

Actual Spent 

Actual Received Q3 

Actual Spent 

Actual Received Q4 

Actual Spent 

Total 

Equitable Share 

18 630 981.00 


14 904 785.00 


11 178 589.00 




44 714 355.00 

Municipal Systems Imp. Grant 

750 000.00 

294 438.00 


406 797.00 


21349.00 


27 417.00 

750 000.00 

Finance Management Grant 

2 000 000.00 

596 383.00 


419 552.00 


974 722.00 


9 386.00 

2 000 000.00 

Municipal Infrastructure Grant 

5 000 000.00 

5 700 377.00 

2 600 000.00 

2 682 210.00 

540 000.00 

768 515.00 



8 140 000.00 

Roads and Transport 

5 254 188.83 

5 254 188.83 

2 772 928.30 

2 772 928.30 

1 655 754.16 

1655 754.16 

5 632 773.98 

2 495 232.98 

15 315 645.27 

Independent Electoral Commission Grant 






1 364 000.00 

1 364 000.00 

1 364 000.00 

Extended public works programme 






656 000.00 

656 000.00 

656 000.00 

Total 

31 635 169.83 

11 845 386.83 

20 277 713.30 

6 281 487.30 

13 374 343.16 

3 420 340.16 

7 652 773.98 

4 552 035.98 

72 940 000.27 












4.4 Meeting of Donors' requirements in respect of conditional grants 

The Municipality has spent all grants received within the grant conditions except for the Finance Managemnt grant that was partly used outside its 
conditions to pay Audit fees. 


4.5 Long term contracts entered into by the municipality 

The Municipality has not entered into any longterm contract in the audited financial year. 
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2010/2011Financial Year 

Money Collected by Port St Johns Municipality 

01/10/2010-31/12/2010 


Description 


Rates 


Lease Rental 


5 Refuse Removal Services 


HI Hall Rentals 


LI Licenses 


T1 Traffic Fines 


10 Tender Documents 


E2 Elections Grant 


PI Plan Fees 


G1 Grave Sites 


El Equitable Share 


MSIG Municipal Systems Imp. Grant 


FMG Finance Management Grant 


MIG Municipal Infrastructure Grant 


TRG Roads and Transport 


ZY Other Income 


L2 Sign boards 


Total 


Budget 


1088 396.75 


33 390.00 


127 524.75 


13 573.25 


1 272.00 


Actual 


11 178 500.00 


187 500.00 


500 000.00 


4 210 000.00 


164 142.00 


7 628.50 


17 511927.25 


1 774 706.40 


11 500.00 


43 519.41 


4 324.06 


12 686.70 


6 200.00 


7 568.40 


14 904 785.00 


Variance 


163.06 


93.47 


487.42 


2 

600 

000.00 

2 

772 

928.30 

3 

361 

518.78 


11 

061.46 

25 

510 

798.51 


133.33 


2 047.93 


145.00 
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2010/2011Financial Year 

Money Collected by Port St Johns Municipality 

01/01/2011-31/03/2011 


Description 


Rates 


Lease Rental 


5 Refuse Removal Services 


HI Hall Rentals 


LI Licenses 


T1 Traffic Fines 


10 Tender Documents 


E2 Elections Grant 


PI Plan Fees 


G1 Grave Sites 


El Equitable Share 


MSIG Municipal Systems Imp. Grant 


FMG Finance Management Grant 


MIG Municipal Infrastructure Grant 


TRG Roads and Transport 


ZY Other Income 


L2 Sign boards 


Total 


Budget 


1088 396.75 


33 390.00 


127 524.75 


13 573.25 


1 272.00 


Actual 


Variance 


11 178 500.00 


187 500.00 


500 000.00 


4 210 000.00 


164 142.00 


7 628.50 


17 511927.25 


986 336.94 


10 500.00 


34 540.49 


5 263.37 


2 781.50 


3 950.00 


13 244.70 


11 178 589.00 



540 

000.00 

1 

655 

754.16 

2 

935 

885.53 


11 

065.25 

17 

377 

910.94 


20.49 


310.53 


100.00 


1 788.63 


145.05 
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2010/2011 Financial Year 

Money Collected by Port St Johns Municipalit 

01/04/2011-30/06/2011 














































































Discription 

Total budget 

Total Actuals 

Rates 

#REF! 

#REF! 

Lease Rental 

#REF! 

#REF! 

Refuse Removal Services 

#REF! 

#REF! 

Hall Rentals 

#REF! 

#REF! 

Licenses 

#REF! 

#REF! 

Traffic Fines 

#REF! 

#REF! 

Tender Documents 

#REF! 

#REF! 

Elections Grant 

- 

3 000.00 

Plan Fees 

#REF! 

#REF! 

Grave Sites 

#REF! 

#REF! 

Equitable Share 

52 166 481.00 

26 083 374.00 

Municipal Systems Imp. Grant 

1312 500.00 

294 438.00 

Finance Management Grant 

3 500 000.00 

596 383.00 

Municipal Infrastructure Grant 

17 630 000.00 

8 840 377.00 

Roads and Transport 

5 254 188.83 

15 315 645.27 

Other Income 

#REF! 

#REF! 

Sign boards 

#REF! 

#REF! 

Total 

#REF! 

#REF! 









































































Port St Johns Municipality 

Report of the Audit Committee for the year ended 30 June 2011 

We present the audit committee report for the financial year ended 30 June 2011 in 
compliance with the Municipal Finance Management Act 56 OF 2003 and in accordance 
with King III 

The Audit and Risk Committee (the Committee) is a sub-committee of Council . The 
responsibilities of the Committee are detailed in its terms of reference (the Audit and Risk 
Committee Charter) that hasbeen approved by Council . The Committee comprisesfour 
independent members ,, and the Municipal Manager who attends ex o/f/c/o. Details of 
the Committee membersare asfollows: 

Member Number of meetings 

attended 

• Mr. N Swana c a (sa) TGMP (Fla rvard)- Chairperson 4 

• Mr. SMntonga 4 

• Ms. N Makuni 2 

• Ms Unathi Mkhize (Appointed 03/11/2010 3 


The membersofthe Committee collectively possess the necessary skills and experience to 
direct the Committee constructively in the execution of its responsibilities. The permanent 
invitees to the Committee meetings include: the Finance Manager, Senior managers and 
representatives from Internal Audit and External Audit. 

The responsibilities of the Committee, as laid down in the Charter, include providing 
oversight on financial reporting and other matters such asthe monitoring of governance 
processes, controls and risk management in the Company. The Committee also ensures 
effective communication between the internal auditors, external auditors, the Council, 
board (entities), and management. The minutes of the proceedings of the Company's 
audit committee meetingsare tabled atthe Council meetings. 

The committee held four (4) scheduled meetingsforthe yearended 30J une 2011. The 98 
audit committee attended to the following significant matters: 

• Review and recommending offinancial policies. 

Assessment of the capacity and effectiveness of the financial management directorate. 

• Review and monitoring of Revenue and cash flow enhancement plans. 

• Review and approval of the risk based internal audit plan for 2011-12 plan. 

• Review of management action plans in response to the audit findings of the 
Auditor General and Internal Audit for the 2010 financial years and ensured that 
they were effectively attended to. 

• Review Adequacy, reliability and accuracy offinancial information provided by 
management. 

• Review of all internal audit and external audit reports 

• Review of all performance audit terms of reference and performance audit 
reports 

• Review of the institution'scompliance with legal and regulatory provisions; 

• Review of the annual financial statementsforthe yearended J une 2011. 

• Effectiveness of internal control systems 

• the effectiveness of the internal auditfunction. 

• Review of the solvency and liquidity of the municipality including major contracts. 
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The Committee is responsible for the maintenance of the professional relationship with 
external auditors. The external auditors have unrestricted access to the Committee and 
the Council. The Committee also annually assesses non-audit work done by external 
auditors to ensure the independence of the external auditors is maintained. The 
Committee in assessing the independence ofthe external auditors reviews independence 
letters submitted by the external auditors, these letters include amongst others, non-audit 
services provided by the external auditors for the period underreview. 

The Internal Audit Charterwhich laysdown the purpose, authority and responsibility ofthe 
internal audit function is approved by the Committee and the Council. The Committee 
concurs with the appointment of the Internal Auditors. It also reviews the scope and 
coverage ofthe internal audit function and hasapproved itscoverage and work plan for 
the period under review. The internal auditors have unrestricted access to all functions, 
records, property and personnel of the Company. To enhance their independence the 
internal auditors have unrestricted access to the Committee and the Board. 

Management is focused on continuous improvements to the system of internal control. 
The internal audit function reviews the adequacy and effectiveness of internal controls. 
The Committee reviews the internal audit reports and assesses the role, independence 
and effectiveness ofthe internal audit function on a continuous basis 

The Committee confirms that it carried out its functions responsibly and has satisfactorily 
complied with its mandate forthe period under review. The Committee has also satisfied 
itself that the external auditors are independent and are hereby able to conduct their 
audit functions without any undue influence from the Municipality. 

Internal audit 

We are satisfied that the internal audit function is operating effectively and that it has 
significantly addressed the risks pertinent to the municipality in its audits. 

Performance audit 

We have reviewed the quarterly performance audit reports . we are ofthe view thatthe 
performance management and reporting systems still need some improvement. 


Evaluation of Financial Statements 

We have: 

• Reviewed and discussed the audited annual financial statements to be included in 
the annual report, with the Auditor-General South Africa and the Accounting 
Officer. 

• Reviewed the Auditor-General South Africa's management report and 
management's response thereto; 

• Reviewed changesin accounting policiesand practices); 

• Reviewed the municipality's compliance with legal and regulatory provisions 

• Reviewed significant adjustments resulting from the audit. 
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We concur with and accept the Auditor-General of South Africa's report on the annual 
financial statements, and are of the opinion that the audited annual financial statements 
should be accepted read togetherwith the report of the Auditor-General South Africa. 



NSuvana ca(sa)1GMP(Haivaid) 

Chairperson of the Audit and Risk Committee 
26Jan 2012 
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Key Performance Area 5: Good Governance and Public Participation 


5.1 Overview of the Executive and Council functions and achievements; 


Councilor 

Portfolio 

Cllr D.M. Mangqo 

Chairperson 

Cllr B. Nokhanda 

Chairperson - Budget and Treasury 

Standing Committee 

Cllr N.B. Mtuku 

Chairperson - Community Services Standing 

Committee 

Cllr C.S. Mazuza 

Chairperson - Corporate Services Standing 

Committee 

Cllr L. Rolobile 

Chairperson - Local Economic Development 

Standing Committee 

Cllr S. Mzaza 

Chairperson - Engineering, Planning and 

Development Standing Committee 

Cllr G.F Tobela-Majali 

Chairperson- Bi-Laws Standing Committee 

ClIrZ.H. Cube 

Chairperson- Municipal Public Accounts 

Standing Committee 

Cllr. L. Ndamase 

Chairperson- Spatial Programmes Standing 

Committee 


The Council 


Councilor 

Portfolio 

Cllr D.M Mangqo 

Mayor 

Cllr T. Khukula 

Speaker 

Cllr B. Nokhanda 

Chief Whip 

Cllr C.S Mazuza 

Exco Member 

Cllr L. Ndamase 

Exco Member 

Cllr L. Rolobile 

Exco Member 
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Cllr N.B Mtuku 

Exco Member 

Cllr S. Mzaza 

Exco Member 

Cllr G.F. Tobela-Majali 

Exco Member 

Cllr. M. Tsili 

Councilor 

Cllr T. Nompaka 

Councilor 

Cllr N. Tani 

Councilor 

Cllr P. Langa 

Councilor 

Cllr N. Ndakayi 

Councilor 

Cllr N. Qikani 

Councilor 

Cllr V.N. Mcekisa 

Councilor 

Cllr M.N. Sophotela 

Councilor 

Cllr S. J. Sotshongaye 

Councilor 

Cllr N.F. Diko 

Councilor 

Cllr Z. Maqina 

Councilor 

Cllr N.C. Fono 

Councilor 

Cllr Z. Mhlabeni 

Councilor 

Cllr N. Tshitshiliza 

Councilor 

Cllr J.S. Lobi 

Councilor 

Cllr K.M. Fono 

Councilor 

Cllr B. Daniso 

Councilor 

ClIrZ. Mtiki 

Councilor 

Cllr R.M. Zweni 

Councilor 

Cllr G. Tshotho 

Councilor 

Cllr S. Madolo 

Councilor 

CllrX. Moni 

Councilor 

Cllr. N. Mbotshwa 

Councilor 

Cllr M.S. Mabovana 

Councillor 

Cllr M.P.J. Kotana 

Councillor 

Cllr D. Madini 

Councillor 

Cllr M. Veni 

Councillor 

Cllr H.Z. Cube 

Councillor 

Cllr E.Z. Mncwati 

Councillor 

Cllr N.F Bokwe 

Councillor 
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Traditional Leaders as part of the council 


Inkosi S. Ndamase 

Traditional leader 

Inkosana D. Ndamase 

Traditional leader 

Inkosana S. Msungubali 

Traditional leader 

Inkosana M. Lalu 

Traditional leader 

Inkosi N. Mditshwa 

Traditional leader 

Inkosana Z. Langa 

Traditional leader 

Inkosi N. Sigcau 

Traditional leader 

Inkosi V. Ndabeni 

Traditional leader 


5.2 Public participation and consultation; 

During the IDP compilation process, IDP Steering Committee and IDP Representative forum 
meetings convene to consider IDP Priorities. Once a Draft IDP and Draft Budget are tabled to 
council, IDP and Budget Roadshows/lmbizo’s where all wards are visited are convened. In these 
roadshows both the Draft documents are presented and community comments are sought, and 
where applicable, necessary changes are made prior final adoption. 

There are also constant engagements with the key stakeholders (Ratepayers Association; Caguba 
Community Property Association; Traditional Leaders, etc) whenever matters arise. 

During the year under review the central Imbizo’s were conducted in a form of IDP and Budget 
reviews for all our wards. 

5.3 Ward committees’ establishment and functionality 

Port St Johns Municipality has 20 wards. All these wards are each represented by a ward 
committee member who attends meetings. Ward Committees convene meetings and all members 
do attend meetings in their respective wards. 

Ward committees submit monthly minutes of the proceedings to the Speakers Office. The Office of 
the Speaker keeps records of the minutes of feedback meetings with communities. 

5.4 Community Development workers performance monitoring 

Monthly reports are compiled by all CDWs which are submitted to the office of the speaker. Each 
CDW attends 10 to 15 cases per month in their respective wards. CDW’s form part of the municipal 
gatherings such as the IDP and contribute thereof. 
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5.5 Communication Strategy 


Communication Strategy was developed and approved by council in 2009. The strategy is 
reviewed on an annual basis. A Public Relations Officer was appointed in 2009; however, there is 
no Communications Unit. 

5.6 Anti Corruption Strategy 

Fraud prevention policy was developed and approved by council for implementation in March 
2010 . 


5.7 Intergovernmental Relations 

The municipality launched a Development Forum in August 2009 to focus on all the 
projects/programmes that are aimed at developing Port St Johns. Together with the Department of 
Transport, the Municipality established an intervention forum called “PSJ Intervention Programme” 
to address roads infrastructure. These forums seat quarterly. 


5.8 Legal matters 

5.8.1 Setting up of Legal Units 

The Municipality does not have a legal services department. All legal 
services are outsourced to Le Roux Inc. Attorneys who specialise in public 
law. 

5.8.2 Management of litigation 

1. Case Load Management with specific reference to: 

1. Date of Instruction : 13 September 2010 

Matter Details : SA Coast Guards CC instituted action against the 

Municipality for payment of the amount of R6 328 843.72 
in respect of lifeguard services rendered. 

The Provincial Department of Roads and Transport was 
responsible for the payment of this amount, but refused 
to assist the Municipality. As the services were 
rendered, judgment was obtained against the 
Municipality. 
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The Department of Transport has now accepted 
responsibility for the payment. 

2. Date of Instruction : 22 November 2010 

Matter Details : ELB Civil & Construction CC instituted action against the 

Municipality for payment of the amount of RlOO 586.65 
in respect of services rendered and R86 504.52 in 
respect of interest. 

The amount of RlOO 586.65 was paid, but the 
Municipality is disputing the claim for interest. 

The matter is still pending. 


3. Date of Instruction : 06 January 2011 

Matter Details : Almo Projects CC, trading as Zamani Civils instituted 

action against the Municipality for payment of the 
amount of R8 304 123.73 for damages. 

The damages were allegedly suffered by Zamani Civils 
due to the Municipality terminating their contract for the 
upgrading of the street in the Port St Johns CBD. 

The action has been defended and the matter is still 
pending. 


4. Date of Instruction : 20 January 2011 

Matter Details : We were requested to comment on the terms of a 

Funding Agreement presented to the Municipality by the 
Eastern Cape Parks & Tourism. 

It was decided not to proceed with the agreement and 
this matter is finalised. 


5. Date of Instruction : 03 March 2011 

Matter Details : We prepared a Memorandum of Agreement between the 

Municipality and Department of Roads & Public Works 
for the funding of the Port St Johns Programme. 

We do not know whether the agreement has been 
signed. 


6. Date of Instruction: 09 March 2011 
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Matter Details: 


We provided the Municipality with a legal opinion on a 
Service Level Agreement presented to the Municipality 
by Litha Communications (Pty) Ltd. 

It was decided not to enter into the agreement. 


7. Date of Instruction : 22 March 2011 

Matter Details : We were instructed to prepare a lease agreement 

between the Municipality and Adv Conjwa who is 
interested in opening up a school for Maritime in Port St. 
Johns at the Military Base. 

We are awaiting further information to enable us to 
prepare the lease agreement. 


8. Date of Instruction : 01 April 2011 

Matter Details : We provided the Municipality with a legal opinion on the 

Determination of Upper Limits of Salaries, Allowances 
and Benefits of Councillors. 

9. Date of Instruction : 19 May 2011 

Matter Details : We assisted the Municipality in negotiating a Location 

Agreement in terms whereof Municipal Land was utilised 
by a film crew. 

This matter is finalised. 


10. Date of Instruction : 19 May 2011 

Matter Details : We were instructed to negotiate with the owners of Erven 

130, 131 & 472 Port St Johns for the registration of 
servitudes over their properties, alternatively purchase of 
the portions affecting by pipelines and road construction. 

A meeting must still be convened with the owners. 
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Audit Action Plan 


Adoption of Annual Report (Extract) 


03 April 2012 


Sir / Madam 


RE-COUNCIL RESOLUTION fresolution no: 03/2012^ 


On the 30*^ January 2012, Port St John’s Municipal Council resolved to note and adopt the 
Municipal Annual Report for the year 2010/2011 on a motion moved by Cllr. N.Fono and 
was seconded by Cllr. C.Mazuza 


Yours in Service Delivery 


T.Khukula 

Honourable Speaker 


Oversight/MPAC Report 


107 


